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WAR AND THE SCHOLAR 


BY ALVIN JOHNSON 


[ nter arma silent leges. Law itself must close its portals when gun 
answers gun and the skies rain destruction and our own people 
are dealing and meeting death in a thousand terrible forms. If 
the laws must be silent, what of scholarship? Who will listen to 
the still small voice of the scholar, in a world crashing to ruin? 
What wonder that in every faculty scholars are yearning to close 
their books and offer themselves for military service? I have 
listened to urgent appeals for advice from members of the New 
School faculty, new citizens and perhaps for that reason more 
ardent citizens—advice as to how they could actually get into the 
shooting war. Sadly I have had to say, an over-age man is not worth 
his rations for service at home, still less worth transport space for 
service abroad. Sadly, for the rule also applies to me. 

There are indeed places in the public service: information, 
statistics, administration, where particularly qualified scholars 
may serve. These positions are few. How about the rest of us? 
Must we sit down and twiddle our thumbs? So it seems, when the 
first. reports of action come in. 

So it seems at first. But we have entered upon a long war. 
There will be time for second thoughts. And on second thought 
one fact rises up to challenge the scholar. It is possible to win a 
war and lose the peace. We won the last war and lost the peace. 
We shall win this war. For God’s sake, let us be prepared to win 
the peace. Let us win a peace that will last. Our sons are paying 
with their lives because, when our plenipotentiaries met in 1918, 
with power to make a new world in which man might live in 
peace, they had not the knowledge upon which a wise settlement 
could be based. Let not our grandsons pay with their lives for the 
inadequate knowledge of the plenipotentiaries who, sooner or 
later, will dictate the terms under which Germany, Italy and 
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Japan may eventually be restored to the fellowship of civilized 
nations. 

Consider the problem that will face our plenipotentiaries, 
when the time has come for them to dictate peace. Hitler, Goer- 
ing, Goebbels and company, the Fuehrers and the Gauleiters, the 
whole clustering crew of criminal adventurers, will be gone. They 
have destroyed every alternative possibility of orderly govern- 
mental organization. What shall be invented, that millions upon 
millions of ordinary Germans, no worse than God made them, 
may not be left to perish in disorder and famine? Mussolini will 
be moldering in his grave, with no soul to go marching on. His 
Black Hand will go with him; but what of the Italian people, an 
innocent and sun-loving forty millions, with no complicity in the 
criminal ambitions of the Fascists? Mussolini has extirpated their 
natural leaders; without leaders, in these days of great populations 
living only by organization, untold millions would have to die. 
What will our plenipotentiaries do about that? Japan, with its 
bogus Mikado, descended from the rising sun: the Mikado will 
not survive our victory. The yapping clique of militarists and 
navalists will not survive. But what of the seventy millions of 
plain Japanese, little aesthetic people, fundamentally content to 
build something beautiful on very little, capable of deep obedi- 
ence and, by the same token, of the bloodiest mob anarchy? 

There is a tremendous problem facing the peace plenipoten- 
tiaries. They will mean well for the world, under their hands like 
a vast piece of plastic material. Will they know what to do? 

They will know, if the scholar does his job. They will know the 
problems of temporary organization, suited to the temperament 
of a conquered people, still capable of growing into a permanent 
organization that may work honestly toward world peace. They 
will know the problems of the conquerors, with the colossal com- 
plications of shifting from an all-out war footing to an all-out 
peace footing. For be it understood, if peace must bring unem- 
ployment and misery to the millions of America, Britain and 
Russia, there will be no peace that can last. 
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If the scholar does his job the plenipotentiaries will come to 
their council knowing that there is no guilty nation but only 
guilty criminal gangs that have made of nations as innocent as our 
own the instruments of all conceivable villainies. The plenipo- 
tentiaries will know that the vast majority of the Germans, the 
Japanese, the Italians, are merely poor devils like the rest of 
God’s creatures, fighting blindly for the gift of life, capable of 
hating the hard-eyed exponents of criminal ambition, their own 
and ours, like the rest of us. If the plenipotentiaries of peace are 
equipped with the knowledge without which wisdom is a vain 
self-exercise, they will know how to temper stern justice with 
mercy. 

The function of the scholar is clear. He will give what he can 
to the winning of the war. But his chief business is the winning of 
the peace. He will work indefatigably toward the understanding 
of the realities of human life, and the conditions under which 
human life may be led sweetly, richly, cooperatively. He will 
stand, unabashed, for the principle that the rules of civilization, 
wrought out on Sinai and the Areopagus, by Jesus and Socrates, 
by the Stoics and the Epicureans, are prior to the bomber and 
poison gas, and will survive beyond them. The scholar will wake 
up, as the shock of war becomes incorporated into the standard 
of living, and assert, humbly and boldly: I will persist in scholar- 
ship as usual. I offer myself for the winning of the war, so far as 
you can use me; but you can certainly use me for the winning of 
the peace. 











SUBCONTRACTING IN GERMAN 
DEFENSE INDUSTRIES 


BY HERBERT BLOCK 


Small-Scale Business and Rearmament 


| the most popular slogans used by the National Socialist 
movement to gain political power were “‘the restoration and pres- 
ervation of small business’ and “the complete reconstruction of 
German handicraft.” It was this aspect of the party program which 
reconciled large groups of small producers and traders to the 
revolutionary ideas of the National Socialists, and even made 
them most enthusiastic partisans. This ideology was by no means 
discarded when the Nazi movement became the official German 
government. To dispel certain doubts as to the course which the 
economic development was actually taking, only a few years ago 
an official party organ declared that National Socialism in prin- 
ciple refutes any idea of favoring large-scale industry at the ex- 
pense of the small manufacturer.’ 

But more illuminating than ideological professions are a few 
plain figures proving quite unmistakably that small business in 
Germany has progressively declined. According to official sources, 
the number of handicraft firms dropped by almost 12 percent 
during the three years preceding the outbreak of the war.? To 
some extent this development was an inevitable consequence of 
the overexpansion from which small business in Germany had 
suffered for many decades. But at the same time it reflects the 
official pressure which, contrary to all ideology, induced or even 


1Der Aufbau, Alleiniges amtliches Organ der NSDAP und der DAF fiir Handel 
und Handwerk, vol. 7, second March issue (1939) p. 3. 

2 Vierteljahrshefte zur Wirtschaftsforschung, vol. 3 (1938-39) p. 263; and Nic. Kuttler, 
“Das deutsche Handwerk im vollen Leistungsaufstieg” in Der Vierjahresplan, vol. 3, 
no. 17 (September 5, 1939) p. 1028. It is interesting to note that the development 
was progressive, the annual reduction amounting to 47,000 in 1936-37, 57,000 in 
1937-38 and 78,000 in 1938-39 (figures from Jahrbuch des Deutschen Handwerks). 











del 


er, 








GERMAN DEFENSE SUBCONTRACTING 5 


compelled hundreds of thousands of craftsmen to take up indus- 
trial work.’ Legal measures were fortified by comprehensive 
propaganda in which the press of the handicraft associations had 
to impress on its readers that “the ordinary working man lives 
a much happier life than the so-called independent business- 
man.’’* 

Judged by the demands of rearmament, this policy is in no 
way surprising, since economic mobilization under modern con- 
ditions implies the production of huge masses of uniform, bulky 
equipment. The superiority of large-scale organization is certainly 
indisputable in the field of armament production. In view of the 
scarcity of labor and material in the Reich, industrial mass pro- 
duction appears as the most economic method even for civilian 
goods. 

For this reason the German plan of economic mobilization 
originally provided for the most far-reaching concentration of 
industrial production and for the wholesale closing down of 
small industrial enterprises.5 The unexpected course of the war 
until the spring of 1941 made it possible to discard such radical 
measures: the short intervals of Blitzkrieg followed by long 
months of military inactivity consumed much less material and 
manpower than had been expected. Although a general closing 
down could be avoided under these conditions, nevertheless it 
was the small enterprises which suffered most under the war 
economy. Not only were they threatened by the drafting of their 
owners for military service, but they had to reduce output and 
often to shut down voluntarily because they could no longer 
procure material and labor. In some cases they even had to give 
up their equipment to the large armament factories. As an ex- 
ample of the effects on small craftsmen, in Thuringia so many 
shoemakers were called into the army that many communities 


8 Der deutsche Volkswirt: March 3, 1939, p. 1033; March 10, 1939, p. 1114; August 
4, 1939, p. 2175. 

4 Der Aufbau, vol. 7, first January issue (1939) p. 4. 

5 Der deutsche Volkswirt, April 4, 1941, p. 1000. See also “Bewiesene Kraft” in 


Frankfurter Zeitung, December 25, 1940. 
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were left without a single cobbler. Therefore the Ministry of 
Economic Affairs of Thuringia induced a big shoe factory to 
establish at least for the duration of the war a long-distance repair 
service for about 60,000 customers, collecting and returning the 
shoes by truck.® 

The recent campaigns in the Balkans and Russia, which re- 
quired the use of large armies and acceleration of armament 
production, have again raised the problem of industrial concen- 
tration. Of late not only the small workshops but even middle- 
size industrial firms have been closed down in increasing 
numbers.” 

Although the economic policy of the Nazi regime clearly 
favored the development of large-scale industry, at the same time 
it assigned important tasks to the remaining small and middle- 
size firms. This is especially true of the German metal industries, 
in which small firms have a considerable share. It was impossible 
to do without the productive capacity of the little fellows. In 
addition, they have advantages of their own: workshops and small 
factories, which are scattered over the whole country, are gener- 
ally less endangered than are the big plants, and craftsmen espe- 
cially are regarded as being ‘“‘less susceptible to enemy propa- 
ganda” than workmen.® 

There are in general two different methods by which small 
firms have been included in the process of economic mobiliza- 
tion. One is the direct transmission of government orders to a 
number of small firms, and even to some of the larger workshops 
which have proved efficient enough to participate individually in 


6 Frankfurter Zeitung, March 7, 1941. Cf. the words of the so-called “theorist of 
the Nazi Party,” Gottfried Feder, in Der deutsche Staat auf nationaler und sozialer 
Grundlage (Munich 1933) p. 19: “Of course it is not possible to operate mines or 
blast furnaces, steel mills or ship yards on a small-scale basis, but a hundred 
thousand free and independent shoemakers, for instance, are better for the whole 
economy and for the State than five big shoe factories.” 

7 Der deutsche Volkswirt, 1941: “Streuung, nicht Zersplitterung!” (April 4); “Die 
Konsumgiiter-Industrie” (April 10); Erich Kasler, “Stillegung und Wiederaufleben” 
(May 30); new restrictions in the construction industries (August 8, September 12). 

8 Der Aufbau, vol. 5, second July issue (1937) p. 5. 
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public contracts. There are, for instance, craftsmen who build 
complete speedboats in their small yards. But no more than 3 or 
4 percent of all workshops could be utilized in this direct manner, 
according to a statement made in 1938.® As a rule, small firms 
could be drawn into rearmament work only after the establish- 
ment of certain organizations which would negotiate between 
the public authorities and the many thousands of small owners. 

Thus the full participation of small business depended on the 
comprehensive organization of subcontracting. So far as handi- 
craft is concerned, such organizations go back to the early days 
of the Third Reich, but large industrial enterprises did not 
become centers for subcontracting until after the beginning of 
1938. Both forms of organization have since developed rapidly. 
Today they must be regarded as the typical forms in which small 
business participates in the German war effort. 


Subcontracting by Handicraft Organizations 


Of the several types of handicraft organizations, the first, a con- 
tract cooperative association called Lieferungsgenossenschaft, was 
already in existence in the first World War: thus the Nazis were 
guided by precedent. Between 1914 and 1919 contract cooperatives 
sprang up like mushrooms, quite understandably, for government 
orders were placed almost regardless of the price. With the restora- 
tion of peace, however, all but a few were dissolved. 

When at the end of 1932—prior to the emergence of the 
Third Reich—a new tide of government contracts set in, Coop- 
erative associations of tailors and shoemakers at once emerged. 
The Nazi government was determined from the beginning to 
develop the contract cooperatives as instruments of war supply 
production. “As the contract cooperatives are working almost ex- 
clusively for the army,” details on their activities were not avail- 
able ‘“‘on principle.’’?® 


® Ulrich Miiller, Die Entwicklung des Handwerks in den letzten Jahren unter 
besonderer Beriicksichtigung der national-sozialistischen Handwerkspolitik und 
Handwerksgesetzgebung (Berlin 1938) p. 58. 

10 [bid., pp. 62-64. 





SOCIAL RESEARCH 


The present system of contract cooperatives has much in com- 
mon with those established during 1914-18. In both cases the 
cooperative societies were founded under the auspices of the 
handicraft associations, and had their head office in a Reich Center 
for Handicraft Contracts. But in the first World War the number 
of cooperatives was allowed to rise almost to 1200, while today 
there are no more than some 200 such associations. Now only one 
Landeslieferungsgenossenschaft (abbreviated Lageno) is permitted 
in each economic district and for each craft. A dozen or 
more had been established by the tailors, the shoemakers, the 
joiners, the saddlers and upholsterers, the cartwrights, the black- 
smiths, the mechanics, the basketmakers, the brushmakers, the 
capmakers and furriers, the weavers, and the knitters. There are 
a dozen cooperatives of ropers and makers of nets and sails work- 
ing for the navy. The cooperatives of dyers and cleaners dyed 
confiscated Czech and Polish uniforms. Cooperative societies of 
goldsmiths have orders for the manufacture of Iron Crosses. 

The compulsory associations of workshops, local cooperative 
societies and individual craftsmen are members of the Lageno. 
As it may happen that large and urgent orders pour in at a time 
when the member workshops are already fully occupied, the 
Lageno signs agreements with outsiders who pledge assistance in 
such an emergency; these outsiders are called reserve troops 
(Bereitschaftstrupps). 

The Lageno has the right to negotiate for war contracts with 
the regional authorities as well as the obligation of filling the 
orders which are handed over to it by the Reich Center. The 
allotment of orders among the members is frequently done by 
confidential agents of the handicraft associations, who also dis- 
tribute the raw materials and collect the finished goods. Each 
member is given a share in the order proportionate to his pro- 
ductive capacity, his degree of employment or his reliability; 
sometimes contracts are rotated among the members. 

Should certain phases of the production be beyond the techno- 
logical capacity of the individual workshop, the Lageno estab- 
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n- lishes a collective plant, for instance for cutting out leather. This 
1e is a striking parallel to the practice of the mediaeval guilds, which 
1e likewise set up collective workshops for the use of all their 
er members, for example oil mills and establishments for finishing 
or cloth. 
Ly The members are usually unable to finance the business of the 
1e Lageno. The shares of the cooperative associations have a face 
d value varying between RM 20 and 500. The guilds, which are not 
or wealthy, are permitted by the German Ministry of Economic 
1e Affairs to invest half of their funds in such shares, but they are 
k- not allowed to acquire more than a seventh of the capital of a 
1e single cooperative. Thus the capital is small and so are the re- 
re serves. But the Central Bank of the German Cooperative Societies 
k. (Deutsche Zentralgenossenschaftskasse) and its banking system 
d stand ready to make advances against assignment of claims. The 
of public authorities allow such assignments as a special concession 

to the craft cooperatives. 
re After overcoming many difficulties, the Lagenos have evidently 
0. fulfilled the expectations of the government. They have been 
e useful in filling big orders which can be split up into many equal 
e parts and which are easily supervised in production. It goes with- 
n out saying that the craftsmen who undertake such orders must be 
Ds trained, and the Reich Center has organized courses for this 

purpose. 
h The craftsmen, still feeling the effects of the great depression, 
e were eager to participate in public contracts, and did not mind 
e neglecting their private customers. Since then they have been 
y spoiled by the large and relatively easy, at least very uniform, 
S- public contracts, and they now consider private business as not 
h worth their while. Throughout Germany complaints are heard 
)- concerning the negligence with which the craftsmen are treating 
r; their private customers. Many of them prefer going without pri- 

vate orders altogether; others accept orders but do not fill them or 
)- charge exorbitant prices— it is very difficult to apply a price ceiling 
)- to the individual work of craftsmen. 
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In the course of Germany’s rearmament huge building opera- 
tions became necessary: military roads—the famous Autobahnen; 
big plants in regions less exposed to invasion and air raids, mostly 
in agricultural areas; houses for workmen transferred to new in- 
dustrial centers; barracks; and fortifications, especially the Sieg- 
fried Line at the French frontier. Artisans predominate in the 
construction business, and when these great plans were projected 
for lightning-swift completion it was impossible to rely only on 
the industrial firms or the big craftsmen. It was necessary to uti- 
lize the productive capacity of the individual artisans too. 

Therefore, about two years after the beginning of the Nazi 
regime another type of cooperative organization came into exist- 
ence—the labor cooperative (Arbeitsgemeinschaft). Such a group 
is an organization of craftsmen of different trades (for instance, 
masons, Carpenters, painters, plumbers, etc.), formed by the craft 
associations for the purpose of carrying out a single project of 
large scope. Thus the Arbeitsgemeinschaft is a rather loose form, 
while the contract cooperatives are permanent organizations. ‘The 
members of the contract cooperatives work in their own work- 
shops, but the members of the labor cooperatives, with their em- 
ployees and machines, are often transferred to remote places. 

The construction of the Siegfried Line offers a good example. 
Almost 300 Arbeitsgemeinschaften, with 1300 firms and abundant 
equipment and tools, were employed on the principal construc- 
tion work (masonry, carpentry, etc.), besides 300 middle-size busi- 
nesses with prime contracts. We learn from these data that the 
average Arbeitsgemeinschaft was rather small, at least in this case. 
Hundreds of Arbeitsgemeinschaften were busy in secondary con- 
struction work (painting, plumbing, electrical work, etc.). More- 
over, there were groups of bakers, butchers and others to supply 
the workers with food. Maintenance and repair of the building 
equipment was assigned to an organization of automobile mechan- 
ics, which is said to have done excellent work. 

Two other types of handicraft organization are also engaged 
in the construction industry, but they are permanent institutions. 
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One of these is the cooperative building societies (Bautrager- 
Gesellschaften), which are owned by the organized handicrafts, 
and undertake construction for their own account. There are 17 
companies of this type. The “Bautrager A. G., gemeinniitzige 
Wohnungsbaugesellschaft des Handwerks der Ostmark” in 
Vienna is a good example. The shareholders of this joint stock 
company are the Deutsche Handwerks- und Gewerbetag (a head 
organization of the Chambers of Handicraft) in Berlin, the 
Chamber of Handicraft in Vienna and the Zentralkasse siidost- 
deutscher Genossenschaften (the central bank of the southeastern 
German cooperative societies), also in Vienna. The share capital 
amounts to RM 1,500,000, according to the latest available data. 
In 1939 the corporation completed 108 apartments for workers; 
and 313 were in the course of construction, half of them by order 
of the air force. Its assets consisted mainly of uncompleted houses 
(RM 1,640,000 at the end of 1939); the biggest item among the 
liabilities was credits from government banks, which do the 
greater part of the financing of the Bautrager-Gesellschaften. 
The housing societies (Hausbau-Gesellschaften) are similar en- 
terprises, but, in contrast to the Bautrager-Gesellschaften, they 
work for the account of someone else, acting either as a trustee of 
the builder or as the administrative center for the numerous 
craftsmen engaged in a large building project. There are six of 
these companies, located in Berlin, Vienna, Munich, Brunswick, 
Weimar and Trier. For instance, the Hausbau A. G. des Hand- 
werks der Ostmark, Arbeitseinsatzgesellschaft des Reichsstandes 
des Deutschen Handwerks, in Vienna, is owned by the shareholders 
of the Viennese Bautrager-Gesellschaft mentioned above. In 1939 
this company constructed in different parts of Austria 695 apart- 
ments for the army and 108 apartments for other builders’ ac- 
counts, besides participating in the construction of an electric sub- 
station in Carinthia. There is a rather important company in 
Brunswick (Hausbau-Gesellschaft des Niedersachsischen Hand- 
werks) which organized the housing activities in the Salzgitter area, 
where the Hermann Goering-Werke are located. It is considered 
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as one of its merits that it succeeded in transferring craftsmen with 
all their personnel and tools from areas lacking government con- 
tracts to the Salzgitter region, where they worked in Arbeitsge- 
meinschaften. There is also a separate corporation for the special 
purpose of building barracks. 

Of minor importance are the collective workshops (Gemein- 
schafts-Werkstatten). They have been established by the craft as- 
sociations for the manufacture of munitions, and are said to unite 
all available craftsmen and all available machinery from individ- 
ual shops. 

Finally, there is an interesting type of organization, in which 
perhaps fewer persons have been involved than in others, but the 
form is significant for the fate of craftsmanship in Nazi Germany, 
that is, for the transformation of artisans into industrial workers. 
Entire workshops or groups of workshops have been enclosed 
in large factories. This means that the heads of the workshops, 
such as mechanics or blacksmiths, with their journeymen, their 
apprentices and their tools, are absorbed by big concerns in which 
they function not as artisans but as mere workers. The crew of 
each workshop is paid as a unit, however, and will be dismissed as 
a unit at some future time. 


Subcontracting by Industrial Enterprises 


In the industrial field, subcontracting was unnecessary so long 
as industrial capacity was not fully utilized or the unemployed not 
fully absorbed. Therefore, up to 1938 the government itself de- 
cided by the issue of its contracts who should benefit from them, 
and did not allow a concern to pass on part of its contract to other 
firms, except for the customary division of labor. 

At the beginning of 1938 the situation took on a different aspect. 
Industry was fully employed, and businessmen no longer tried to 
obtain orders. Government departments had increasing difficul- 
ties in placing their orders and in getting the goods in time. Since 
then they have encouraged and promoted subcontracting. But it 
is not compulsory, and a number of manufacturers have been 
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th reluctant to practice it, mainly because of the difficulties resulting 
from it and because of their responsibility for delivery. The press 


mn- 
ve- has therefore constantly stressed the importance of farming out 
‘al } contracts, and has exhorted entrepreneurs to adopt this method. 
Concerns which are willing to deal with smaller factories have 

in- two ways of doing so, one private and one official. 
as- Private contracts are made with firms which are known or rec- 
ite ommended, or which have answered or placed an advertisement. 
‘d- It goes without saying that middlemen play a big part in making 
contact between prime contractors and potential subcontractors. 
ch These middlemen have obviously charged exorbitant commis- 
he sions. Friedrich Landfried, Secretary of State in the Reich Minis- 
Ly, try of Economic Affairs, spoke at the end of 1939 of “a parasitic 
rs. crowd of middlemen putting commissions in their pockets with- 


ed out having done any responsible work.” On September 11, 1940 
a decree was issued—repeating former ordinances—aimed at the 
elimination of all middlemen whose activities are not justified 
ch from the point of view of the whole economy, and prohibiting 
commissions unwarranted by that criterion. The press admitted 


of 
as “numerous unpleasant occurrences,” but declared that the phrase 

“not justified from the point of view of the whole economy” was 

rather vague.’” 

The official intermediaries between prime contractors and sub- 

ng contractors are the district bureaus of the Reich Board for Equal 
ot Distribution of Government Contracts (Ausgleichsstellen fiir 
le- 6ffentliche Auftrage), which is a division of the Reich Ministry 
n, of Economic Affairs. The army, the navy, the air force and the 
er party place no order without consulting or at least informing the 

district bureaus, which keep a complete card register of all firms 
pe. qualified for government contracts. These cards record judgments 
to of the party and the labor front on the political reliability of the 
il- entrepreneur, and of other government agencies on his financial 
ce 11“Zusammenarbeit von Staat und Organisation der gewerblichen Wirtschaft in 
te der Kriegswirtschaft” in Der Vierjahresplan, vol. 3, no. 23 (December 1939) p. 1320. ; 


12“Vermittlungsprovision bei 6ffentlichen Auftragen” in Der deutsche Volkswirt 
-n (September 27, 1940) p. 1905. 
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standing and taxes; also data on the personnel, productive capac- 
ity, exports and fluctuations of output of the plant. 

Equipped with such extensive information, the district bureaus 
have intervened in behalf of farming out contracts, but their 
efforts seem to be not very successful; evidently the bulk of sub- 
contracting is arranged privately. As the bureaus had a purview 
only of their own districts yet wanted to facilitate the inter- 
regional distribution of orders, they created—in conjunction with 
other authorities—so-called order exchanges (Auftragsborsen) in 
different parts of Germany. The order exchange for eastern Ger- 
many, in Berlin, may serve as an example of how these institu- 
tions function. 

This order exchange, opened in September 1940 in the build- 
ing of the Berlin stock exchange, had the task of searching out 
subcontractors for the metal industries in the Berlin area. All the 
factories of the capital and its environs had been fully utilized, 
and therefore the district bureau was unable to clear the bottle- 
necks. The prime contractors admitted to the exchange are Berlin 
manufacturers of arms and similar war supplies; the subcon- 
tractors are firms making metal products in the eastern section 
of the Reich. 

German experience has taught that the distance between the 
prime and the subcontractor should not exceed 155 miles. A 
greater distance causes waste of time and money for the frequent 
visits which the prime contractor inevitably must make to his 
subcontractors; it entails high freight charges; and from the point 
of view of the government it puts an unnecessary strain on the 
railroads, which are already overburdened. The order exchange 
for eastern Germany includes concerns in Silesia, the Sudeten 
area and the so-called Protectorate, and in the provinces of 
Poznan (in Poland), Danzig-West Prussia and East Prussia. The 
distance from Berlin to Prague, Breslau or Poznan is about 155 
miles, but other parts of eastern Germany, for example Danzig 
or East Prussia, are outside that radius. 

The eastern firms admitted to the exchange were carefully 
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ac- selected. The competent district bureaus examined with the 
utmost attention their political reliability, commercial standing 
aus and technical efficiency. The bureaus were informed of the needs 
eir } of the Berlin prime contractors, and chose only concerns which 
ub- were apparently able to satisfy these needs. For instance, of 170 
iew Silesian firms interested in getting subcontracts, only 60 were 
ter- admitted. 
ith Nevertheless, there was discrepancy between the needs of the 
in prime contractors and the facilities of the smaller firms. The 
;er- Berlin manufacturers wanted to farm out machine work such as 
itu- turning, milling, drilling, planing, grinding and cutting threads 
—operations which must be carried out with the utmost exacti- 
ild- tude. Most of the factories in eastern Germany were not equipped 
out for such processes: they were looking for sheet metal work. Such 
the discrepancies seem to have hampered the work of the order ex- 
ed, changes in general; therefore the warnings in the press to farm 
tle- out orders which could most easily be handled by the subcon- 
lin tractor and which do not require complicated changes in the 
on- small plant. 
ion If the small manufacturer is apparently able to satisfy the needs 
of the prime contractor, who usually inspects his plant first, they 
the sign an agreement on the following items: 

A 1. Technical requirements: The contract fixes the exact measure- 
ent ments and tolerances of the workpieces. Parts which are not 
his properly finished must be reworked. Usually they are returned, 
int but sometimes it is preferable to give them the last finish in the 
the prime contractor’s plant in order to save time (not to save money, 
1ge for the freight would be charged to the subcontractor). A clause 
ten in the contract concerns the procedure in such cases and the ap- 

of portionment of any additional expenses. When half-finished 
“he pieces are processed, some of them are inevitably defective; the 
155 contract therefore deals with this problem also. 
zig It is often advantageous for the prime contractor to give the 

subcontractor some technical assistance. The small factory often 
lly lacks the tools necessary for production of the subcontracted 
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parts, in which case the prime contractor usually furnishes them, 
or at least drawings of them, through his own machine-tools de- 
partment. Moreover, he sends instructors and foremen to acquaint 
the subcontractor’s staff with its task. When the small factory 
delivers defective pieces, work is facilitated if the prime contractor 
sends specialists to investigate the causes. Frequently obstacles 
are easily overcome by overhauling or precise adjustment of the 
machines, by improved cooling or supplying more efficient tools. 
It is expedient, however, to stipulate precisely the conditions 
of such assistance. Otherwise misunderstandings as to who shall 
bear the expenses would probably arise, assistance would be 
taken for granted, and lawsuits would result. 

German experts on scientific management maintain that both 
parties must establish some organization to handle the subcon- 
tracting business. The small factory needs an organization, how- 
ever small, to rationalize the working plans, fix the piece wages 
and inspect the finished goods prior to delivery. It is expedient 
for the prime contractor to deal with the subcontractors as though 
they were units of his own corporation. 

2. Delivery: The timing of deliveries is something of a problem, 
for the prime contractors are constantly pressed to make haste. 
The government departments are inclined to fix too short a 
time; they designate as “urgent in the interest of the state” orders 
which are not pressing, and they constantly demand delivery, for 
they know that he who does not insist will never get his materials 
on time. Goering, in charge of the Four-Year Plan, was compelled 
actually to prohibit attempts of the authorities to intimidate 
the manufacturers in order to obtain rapid delivery. It is thus 
most important for the prime contractor that the subcontractor 
deliver on time. This fact frequently makes trouble, for the small 
manufacturer is often faced with difficulties, at least in the be- 
ginning, which cause delay, or he may be a man who has simply 
not learned punctuality. 

3. Price: The cost of subcontracted pieces offers the same prob- 
lems in Germany as in other countries. There are cases in which 
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them, the plant of the prime contractor is less efficient than that of the 
Is de- subcontractor. In such cases the prime contractor does not for a 
uaint moment hesitate to buy the necessary parts from the subcon- 
ctory tractor. But we should not speak of subcontracting in a case of 
‘actor normal business relations between a prime contractor and a 
tacles specialized supplier. Subcontracting in the technical sense is 
f the done only when the prime contractor cannot wait until he him- 
tools. self has built an additional plant, or when it would be a waste 
tions of capital to enlarge his productive capacity for the short dura- 
shall tion of a war boom. Thus we may say that—leaving aside the 
1 be problem of depreciation—the original expenses of the subcon- 

tractor are generally higher than those of the prime contractor. 
both Subcontracted parts are more expensive than articles from the 
con- prime contractor’s own factory. 
how- The German government is well aware of this fact. If it had 
rages been only the difference in costs which increased the price of 
lient articles containing subcontracted parts, no special regulation of 
ugh prices in the subcontracting business would have been published. 


The general rules would have been sufficient. Subcontracting, 


lem, | however, became a field of war profiteering— interestingly enough, 
aste. not so much for the subcontractors as for the prime contractors. 
rt a It may be that some subcontractors made excessive profits, but 
ders our impression is that the prime contractors have been the sinners. 
for Official investigations disclosed that the prime contractors “‘fre- 
rials quently charged intolerably high commissions,” which increased 
lled the price of the finished goods and which may sometimes have 
late reduced the profit of the subcontractor.'* There are indications 
hus that, on the whole, subcontracts yield lower rates than prime con- 
ctor tracts. The small businessmen are therefore eager to get prime 
nall contracts rather than subcontracts. 
be- The government did not intervene before the subcontracting 
ply business had grown to a considerable extent. On September 11, 
1940 the Reich, in order to diminish excessive profits, published 
ob- the decree mentioned above, regulating commissions and the ac- 
ich 13 “Vermittlungsprovision bei 6ffentlichen Auftragen,” loc. cit., p. 1915. 
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tivity of middlemen. Another decree, issued half a year later in 
March 1941, covered a wider field, regulating not only the com- 
missions but the prices in the subcontracting business by pre- 
scribing the application of the so-called ‘““LSO” in certain cases. 

LSO is an abbreviation of “Leitsatze fiir die Preisermittlung 
auf Grund der Selbstkosten bei Leistungen fiir 6ffentliche Auf- 
traggeber”—directions for the determination of prices on the 
basis of costs to the holders of government contracts. They were 
drawn up by the German Price Administrator in the fall of 1938, 
when it became evident that the price ceiling and other general 
price regulations were unable to prevent war profiteering on a 
large scale. ‘The government wanted to get war materials as 
cheaply as possible, for social reasons as well as for economy. 
Since the public authorities had to buy in a sellers’ market—their 
demands by far exceeded the supply—they resolved to replace 


the natural laws of the market by a rather sophisticated system , 


of cost accounting. Prices had to be based on the production 
cost (including a suitable profit)—not on the costs of individual 
plants, so that no businessman would have an interest in lower- 
ing the cost, but on “normal” cost, leaving differential profits to 
the efficient concerns, while the marginal firms may not be able 
to write off their capital sufficiently. 

The decree of March 11, 1941 applied the LSO to subcontracts 
in a very discreet manner. The German government, which never 
had any particular regard for private interests, was most careful— 
as a commentator put it—“not to disturb the purely private busi- 
ness relations between prime contractors and subcontractors.” 
The LSO are applicable neither to subcontracts of little im- 
portance nor to marketable goods unless the market price is 
obviously exceeded. If the subcontract is not for a marketable 
good (for example, if the subcontractor processes a semifinished 
article) and the cost is considerable, the public authorities inform 
the prime contractor of the prices at which “‘bits and pieces” shall 


14K, Schwantag, “LSO-Preisbildung bei Unterlieferern” in Der deutsche Volkswirt, 
April 4, 1941, p. 1006. 
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be computed according to the LSO. The prime contractor passes 
these instructions on to the subcontractor, who thereafter must 
expect an examination of his books by an official auditor and a 
heavy fine if he has not followed the directions of the Price 
Administrator. 

If the contract is rather complex, however, or if it must be 
awarded in a hurry, the authorities may not be able to determine 
which pieces are subject to the LSO. In such a case they may 
invest the prime contractor with a so-called “LSO-authority” 
(LSO-Vollmacht) and then it is up to him to bind the subcontrac- 
tors to the LSO. This authorization burdens the prime contrac- 
tor with a great responsibility, and therefore it is given only to 
very reliable firms. In any case the prime as well as the subcon- 
tractors must act according to the “maxims of an economy at 
war,” which interdict highly profitable prices. 


A comparison between the two chief fields of subcontracting in 
defense work shows first that subcontracting is much more diver- 
sified in handicraft than in industry. In industry it is above all a 
problem in the field of metalworking, while in the handicraft 
sphere the task has been the organization of mechanics and tailors 
and carpenters and bakers and so on. Consequently there have 
been a variety of forms: temporary and permanent forms, or- 
ganizations for the special requirements of construction work and 
organizations for other lines of production. In each of these 
groups it has been much easier to proceed according to rules and 
regulations than in industry (for instance, standard contracts are 
used by the Arbeitsgemeinschaften in the construction business). 

This fact leads to the second diiterence: the regulation of 
handicraft is generally more severe than that of industry. The 
German government avoided a strict regulation of the subcon- 
tracting business, and as far as possible left the industrialists a 
free hand. There is no compulsory subcontracting, no standard 
contract, and even the price regulations are relatively elastic. The 
reason is obvious—in the industrial sphere the big concerns are 














20 SOCIAL RESEARCH 
the natural centers of subcontracting, while such centers had to 
be created in the sphere of handicraft. 

It is not easy to assess the results of the German experience in 
subcontracting. The huge output of tanks, guns, planes, etc., has 
been supplied in the main by large-scale industry. In subcontract- 
ing certain difficulties are evident. The subcontracting firms are 
as a rule small, and less efficient in technique and organization. 
Defects in the product and delays in delivery are bound to cause 
friction. Subcontracting raises the level of prime costs, and can 
be economically justified only because it saves the supplementary 
costs which would be involved in any expansion of industrial 
capacity. No statistical data have been published which would 
allow us to estimate the actual range of subcontracting. That it 
must have increased considerably during the last two years, es- 
pecially in the metal industries, is indicated by the fact that the 
government found it necessary to regulate price fixing in subcon- 
tracting by a special decree.’ 


15 For further details on the technical and managerial aspects of subcontracting in 

German industry, see the appendices to my report published in Hearings before 
the Tolan Committee Investigating National Defense Migration (Washington, 
October 1941) part 20, pp. 8058-65. 
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WOMEN’S WORK IN RUSSIA’S 
PLANNED ECONOMY 


BY JUDITH GRUNFELD 


Rouvssia's industrial development at the beginning of this 
century created a demand for women workers. In the years pre- 
ceding the first World War employment of women in manufac- 
turing industries was rising considerably, and the Factory Inspec- 
tion reported even replacement of male by female workers. By 
1913 female wage-earners in large industry numbered 636,000, or 
24.5 percent of all wage-earners. ‘Two out of three women workers 
were employed in the textile and clothing industries, in which 
they actually outnumbered male workers. Thus in the early stage 
of Russia’s industrialization the proportion of women workers 
proved similar to that in far more industrialized countries, such 
as the United States and Germany. Russia’s experience before the 
first World War confirmed the well known fact that industrializa- 
tion creates a demand for female labor and thus dissolves the 
economic unit of the home by forcing women to work outside 
the home to help support the family. 

The first World War caused an increasing demand for women 
workers in Russia, as in other belligerent countries. By 1917 
female wage-earners in large industry numbered 940,000, or 31.7 
percent.! In metalworking and machine construction the number 
of women workers rose from 15,000 in 1913 to 119,500 in 1917,2— 
evidence that in Russia, too, the war brought about an influx of 
women into occupations traditionally carried on by men. 

The Revolution of March 1917 marked a profound change in 
women’s status, as it established women’s equality with men and 
granted universal suffrage. During the eight months between 


1E. Orlikova in Planovoe Khoziaistvo (Planned Economy), 1939, no. 10, p. 111. 
2G. N. Serebrennikov, Zhenskii Trud v S.S.S.R. (Female Labor in the U.S.S.R.), 


Moscow 1934, p. 226. 
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March and November 1917, when Russia enjoyed liberty for the 
first time in her history, many women were elected as deputies to 
municipal councils, to the Soviets, to various administrative 
bodies. They were also employed in the civil service, sometimes 
in responsible positions. The revolution opened new doors to 
women in education, the professions and vocational training, but 
Russian democracy was so short-lived that no conclusions can be 
drawn as to opportunities for women in industry. 

The Communist Revolution in November brought about fun- 
damental changes in women’s family status. The Soviet marriage 
and family laws greatly increased women’s need of employment 
to earn a living. This legislation abolished all the restrictions 
imposed on married women by the Czaarist legislation, as well as 
all the privileges which had been granted to husbands, and estab- 
lished complete equality of wives with husbands. The traditional 
obligation of the husband to support his wife was replaced with 
joint responsibility for family support. The Soviet marriage law 
refers not to wife or husband, but solely to “‘spouses.” This law 
provides that “‘a spouse incapable of work and lacking a sub- 
sistence minimum is entitled to support by the other spouse if the 
latter is in a position to give it.’ 

Minors under the age of eighteen, men who have reached fifty- 
five and women who have reached fifty are considered incapable 
of work. Younger men and women must present definite proof of 
disability. Only if she is incapable of work is a wife under fifty en- 
titled to support, and she is equally obliged to support her hus- 
band if he is incapable of work. ‘Thus Soviet law made self-sup- 
porting work a necessity even for married women. Moreover, it 
states that both parents have an equal obligation to support their 
children; and in case of divorce the judge determines which parent 
must support the children, and to what extent.* It should be noted 
in this connection that divorce was made possible without the 


3 Brachnoe Pravo (Marriage Law of October 22, 1918); Sobranie Zakonov aeons 
1918, no. 76-77, article 107. 
4 Tbid., articles 162 and 167. P 
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consent and even in the absence of the other partner. As a result of 
frequent remarriage husbands often neglect paying alimony to the 
children of their divorced wives, according to reports in the Soviet 
press. ‘It must be frankly admitted,” I. A. Rostovsky writes, “that 
many persons do not fulfill their obligations regarding alimony 
for children or wives incapable of work. Often the husband who 
leaves wife and child goes to another city, rather remote, and starts 
a new family, condemning his former family to misery and starva- 
tion. In such cases the position of the deserted wife is a very hard 
one.” It is, therefore, often the mother who must actually sup- 
port the children. 

Lenin, in referring to the new marriage legislation, claimed 
that ““The Soviet government, as the government of the toiiers, 
brought about during the first months of its existence a complete 
revolution in the laws affecting women. . . . And we can now 
proudly say without the slightest exaggeration that except for 
Soviet Russia there is not a single country in the world in which 
there is complete equality between men and women and in which 
women are not placed in a degrading position, which is partic- 
ularly felt in everyday family life. . . . The position of women 
in Soviet Russia is now an ideal position from the point of view 
of the most advanced states.” He pointed out, however, that 
“even with the fullest equality women are still in actual inferior- 
ity because all housework is thrust upon them. Most housework 
is the most unproductive, most barbarous and most arduous work 
that women perform. This labor is extremely petty and contains 
nothing that facilitates the development of women. As long as 
women are engaged in housework their position is still a restricted 
one. In order to achieve the complete emancipation of women 
and to make them really equal with men, we must have social 


51. A. Rostovsky, Novyi Zakon o Brake (The New Marriage Law), published by 
the Commissariat of Justice, Moscow 1927, p. 48. The law of June 27, 1936, pro- 
hibiting abortion, stated: “In order to combat the frivolous attitude toward family 
and family obligations this new law requires that both partners should appear 
personally to register divorce at the divorce office, and that the fact of divorce 
should be noted in their passports.” Furthermore, according to this law, punishment 
for refusal to pay alimony could be increased to two years’ imprisonment. 
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economy and the participation of women in general productive 
labor. Then women will occupy the same position as men.’¢ 

This approach to women’s work in and outside the home, ex- 
pressed by Lenin in his speech at a conference of women workers 
in Moscow in 1919, reversed traditional values. And the task of 
the woman’s movement was thus described by him: “The main 
task of the proletarian woman’s movement is the struggle for 
woman’s economic and social equality, and not merely a formal 
one. To draw woman into socially productive work, to pull her 
out of domestic slavery, to liberate her from submission—degrad- 
ing and stultifying—to the eternal and exclusive surroundings 
of kitchen and nursery—that is the main goal. This means a long 
struggle that requires fundamental remodeling of social tech- 
niques, and morals as well. But this struggle will end in a com- 
plete victory of Communism.””* 

Accordingly, the Communist doctrine emphasizes that woman’s 
equality depends primarily on her participation in production 
and her emancipation from “unproductive housework.” Secondly, 
“The participation of female masses in production makes them 
join the class struggle of the proletariat, creates the prerequisite 
of the destruction of existing family relations, and of an advanced 
form of family.” Again, “In contrast to the bourgeois-liberal- 
feminist movement that gives lip-service to women’s equality, 
the program of the All-Russian Communist party—following 
Marx and Lenin—does not limit itself to woman’s formal equal- 
ity; it is aiming at liberating her from the economic burdens of 
primitive housekeeping by substituting for it house-communes, 
communal feeding, central laundries, etc.’’ 

The family legislation imposing on wives the obligation to sup- 
port themselves affected the Soviet wage policy, which actually 
made it impossible for the husband to support the family without 
the contribution of the wife. Finally, the abolition of private 


6 Lenin, Selected Works (New York 1935-38) vol. 9, pp. 494-96. 

7 Complete edition of Lenin’s works in Russian (2nd ed., Moscow 1928) vol. 25, 
p. 64. 

8 Serebrennikov, op. cit., pp. 7 and 37. 
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property forced women who had formerly enjoyed security to 
work for a living. 

Thus the marriage legislation and the economic and social 
policy brought increasing numbers of women to the labor market. 
How did the Revolution affect women’s employment opportu- 
nities? Did the Communist conception of women’s equality change 
the traditional trend? Did the new approach to women’s work 
outside the home protect them from traditional discrimination 
during unemployment periods? Did revolutionary measures re- 
garding women’s opportunities somehow meet the increasing 
supply of female labor created by the revolutionary policy? 

The November Revolution did away with the accusations 
which usually accompany business depressions—that women take 
away men’s jobs, that they work for pin-money, that married 
women should not work, etc. Did it provide a solution for wom- 
en’s specific problems during unemployment periods? Did 
Soviet planning bring about new trends in employment of women 
during periods of economic expansion? By what methods and for 
what purposes? 

Quite divergent trends in the employment of women by state 
enterprises during various periods of Communist rule indicate 
that women’s opportunities were determined neither by the Com- 
munist conception of women’s equality nor by women’s need of 
jobs. A study of these trends reveals the factors that decisively 
affected women’s employment between 1917 and 1941. 


Employment of Women Between 1917 and 1929 


As early as the summer of 1917 plants that had been engaged in 
war work dismissed numerous workers. After the November 
Revolution unemployment assumed tremendous proportions, 
since industrial activity was almost paralyzed and the credit sys- 
tem collapsed. Because of the food shortage in the cities there 
was a flight of vast numbers of workers with family ties in the 
country. This caused an acute labor shortage during the civil 
war, when numerous workers were mobilized for army service. 
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Women were being mobilized to replace male workers. Even at 
the beginning of 1918, W. Nogin, Commissar of Labor in Mos- 
cow, stated at the Conference of the Commissars of Labor in ref- 
erence to the workers’ flight: “Compulsory labor is necessary; the 
energy that served to increase employers’ profits must be made 
useful to the state.”® Compulsory labor was in fact introduced 
during the civil war, and workers were drafted by the Commis- 
sariat of War. The labor draftees were assigned to industrial enter- 
prises according to the schedule of the Department for Com- 
pulsory Labor Service.1° Women were also subject to compulsory 
labor service, according to the Labor Law of December 10, 1918. 
The Code of Labor promulgated on November 15, 1922, which 
is still valid, states in Chapter 3 that all citizens are subject to 
compulsory labor “in emergency [catastrophe caused by nature, 
shortage of labor for fulfilment of highly important state tasks] 
and may be drafted by special orders of the Council of People’s 
Commissars or other offices appointed for this purpose.” Ex- 
empted from labor-service duty are persons below eighteen, men 
above forty-five, women above forty, disabled persons, expectant 
mothers for the eight weeks before childbirth and eight weeks 
after, nursing women and mothers with children under eight if 
there is no one to take care of them." 

In 1922 industrial wage-earners totaled only 1.2 million, or 41.1 
percent of the number in 1917.1? Despite such a low level of em- 
ployment dismissals were considered necessary, in view of the low 
production level and the reorganization of industry aimed at by 
the New Economic Policy, which marked the return to market 
economy. Women were the first to be discharged, according to 
Soviet reports. The proportion of women workers in the metal- 
working industry decreased from 15 percent in 1920 to 12.1 in 


® Vestnik Komissariata Truda (Magazine of the People’s Commissariat of Labor), 
1918, no. 2-3, p. 224. 

10 Solomon Schwarz, “Die Arbeitspflicht in Russland,” Archiv fuer Rechts und Wirt- 
schaftsphilosophie, vol. 19 (1925-26) pp. 169-87. 

11 Kodeks Truda (Code of Labor) in Sobranie Usakonenii (Statutes) 1922, no. 70, 
article 903. 

12 B. A. Gukhman in Economicheskoe Obozrenie, Moscow, January 1925, p. 116. 
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1923 and to 9.2 in 1926; in the cotton industry the proportion 
dropped from 63.9 percent in 1920 to 59 in 1926.1* The People’s 
Commissariat of Labor issued on February 20, 1922 an order pro- 
hibiting the dismissal of unmarried pregnant women without the 
permission of the Labor Inspection.’ But such measures as were 
undertaken by the Commissariat of Labor to safeguard women’s 
jobs “proved insufficient,” chiefly because of ‘‘vast numbers of un- 
employed men.” Moreover, “The business managers of state 
enterprises usually followed the policy of preference for men 
in engaging workers.”?5 

The specific problem of female unemployment was discussed 
at the All-Russian Trade Union Convention in November 1924. 
Looking for remedies to alleviate it, the People’s Commissar of 
Labor, V. Schmidt, stated to the convention: ‘It must be frankly 
admitted that in recent years female labor was displaced, especially 
when the number of workers and employees was being reduced 
and a process of selection was being applied to the labor force. 
Women have always been the first to be discharged. A great num- 
ber of our laws prohibiting the employment of women at night, 
or closing unhealthy industries to them, must be revised. Where 
working conditions are difficult the legislation must be amended 
so as to facilitate the admission of women.’’® 

Thus a Soviet Commissar of Labor advocated revision of legis- 
lation protecting women workers as a remedy for the dismissal 
of women by Soviet employers. And so tragic was the condition of 
the unemployed women that a woman delegate, Miss Melescenko, 
appealed to the convention: “It is better to reduce the protection 
of women workers, for it is preferable for them to be less ener- 
getically protected but able to earn their living without being 
forced to sell themselves on the streets. . . . We must take vari- 
ous concrete measures to maintain the existing number of women 


18 Serebrennikov, op. cit., p. 52. 
14 Sobranie Zakonov (Statutes), 1922, no. 18, article 203. 


15 Serebrennikov, op. cit., p. 58. 
16 Minutes of the Sixth All-Russian Convention of Trade Unions, published by the 


Trade Union Council (Moscow 1925) p. 185. 
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workers. We do nothing, however, because we are afraid of what 
may be said in the west.”!7 

In fact, the convention adopted the following remarkable reso- 
lution: “The existing legislation concerning women workers that 
prohibits night work and restricts their employment in many 
branches of industry actually results in eliminating women (es- 
pecially the less skilled) from: productive work and produces mass 
unemployment among women. The Convention therefore con- 
siders it necessary to reexamine the prohibition of night work for 
women, and to revise the list of especially heavy and unhealthy 
work in which the employment of women is forbidden or re- 
stricted. The trade unions and the labor inspectors must make 
particular efforts to combat the present tendency to replace 
women by men in productive work.”?® 

Although it was this tendency which contributed to the in- 
creasing proportion of women among the unemployed, protective 
legislation was blamed and its revision advocated. Thus the Com- 
munist trade unions actually joined the ranks of that “bourgeois- 
feminist movement” which advocates abolition of protective 
legislation, and ‘“‘equal rights’ as a means of increasing female 
employment. It is worthy of note in this connection that the ex- 
tensive protection of women workers under German democracy 
proved no handicap to an increase in the proportion of women in 
employment as compared with men.’® During the depression of 
1930-32 in Germany, women were comparatively less affected by 
unemployment and their proportion among the employed was 
rising.”° 

Even if it were proved that protective legislation diminishes 
employment opportunities for women, it would still be necessary 
to protect women from unhealthy and heavy work harmful to 


17 Tbid., p. 223. 

18 Tbid., p. 488. 

19 Else Lueders, “The Effects of German Labor Legislation on the Employment 
Possibilities for Women,” International Labor Review (September 1929), p. 385. 

20 Judith Grunfeld, “Rationalization Employment and Wages of Women Workers 
in Germany,” International Labor Review,(May 1934). 
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the function of motherhood. Yet in Russia restrictions on such 
employment of women have been considerably reduced ever since 
the above-mentioned Trade Union Convention. The reduction of 
protection, however, did not diminish women’s unemployment. 
Since Communist practice was running contrary to the theory, 
the party called attention to the political importance of employ- 
ing women in industry. A resolution adopted by the party con- 
vention in 1924 refers to the problem as follows: “In view of the 
continuous crowding-out of women from production, the con- 
vention emphasizes that conservation of womanpower in produc- 
tion is of political importance; it puts before the party the task 
of improving the skill of women workers and of drawing women, 
where it is possible, into production in which they were not em- 
ployed hitherto or are being employed in insufficient numbers.”*! 
Despite this and similar reminders the proportion of women 
among the unemployed was increasing more and more, and 
reached 49.5 percent in July 1929: “The proportion of women 
among the unemployed during this period (January 1926-July 
1929) exceeded considerably their proportion among the em- 
ployed in industry and in the national economy as a whole.””* 
Table 1 shows women’s employment opportunities between 
January 1923 and January 1930. During this period the numbers 
of female wage-earners rose from 414,800 to 881,132 in industry 
as a whole, but their percentage remained below that of 1923. 
The proportion of women was decreasing in capital goods indus- 
tries, remained almost stable in textiles and food during the first 
years and rose in later years. In the clothing industry the propor- 


21 Rezolutsii i Resheniia S’ezdov VKP (Resolutions of Conventions of the All- 
Russian Communist Party) 1924-33, Moscow 1933, part 2, p. 71. 

22 Serebrennikov, op. cit., p. 60. The same author, dealing with women’s employ- 
ment during this period in his book Women’s Position in the U.S.S.R., published 
in English (London 1937), does not refer to their unemployment problem, and 
states on p. 29 that “up to 1929 the rate of this movement of women into industry 
only slightly exceeded the rate of the general growth of the proletariat.” The 
foreign reader gets, therefore, an entirely different impression of women’s employ- 
ment opportunities from that received by the Russian reader of the same author 
on the same subject during the same period. 
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Taste I. PeRcENTAGE OF FEMALE WaGE-EARNERS, 1923-302 





1923 1924 1925 1926 1927 1928 1929 1930 





Extraction and manufacture of 





minerals 26.9 24.5 25.4 23.5 23.6 22.4 22:1 21.9 
Metalworking and machine 

construction 13.4 20.7 746 9.9 12.3 6&9 6.3 3.0 
Textile manufacture 58.3 S7.4 57.4 S7.7 S36 .... Gs Gs 
Clothing 57.2 $52.4 4.7 ST St 2.221 BMS ST 
Food industry 24.8 22.9 25.9 25.0 26:3 23.6 27.0 
TotTaL INDUSTRY 29.5 27.5 23.8 23.2 2.5 2.7 2.8 2.4 





* A. G. Rashin, Zhenskii Trud v S.S.S.R. (Female Labor in the U.S.S.R.), published 
by the Library for Labor Statistics, Moscow 1928, p. 8; B. Marsheva, “Zhenskii 
Trud v 1931” (Female Labor in 1931) in Voprosy Truda, monthly publication of 
the Commissariat of Labor, January 1931, p. 33. The figures for 1928 are averages 
for the year; all others for January 1. 


tion of women in January 1930 was still considerably lower than 
in January 1923. The proportion of women workers reached 
during the civil war in metalworking and machine construction 
was steadily declining, illustrating the “crowding-out of women” 
and the traditional trend during demobilization and unemploy- 
ment. 

Twelve years after the unprecedented revolutionary changes in 
the status of wives (abolition of the husband’s obligation to sup- 
port his wife, alimony for husbands, obligation of married women 
to support themselves and to contribute to the support of the 
children), half of the unemployed were women, while their pro- 
portion among the employed was only 28.4 percent—below their 
proportion during the World War and the civil war. B. Marsheva 
charged that the “conservatism” of the business managers of 
state enterprises was responsible for insufficient utilization of 
female labor during this period. But she also quoted members of 
Factory Committees who resisted employment of women with 
statements such as “We already have too many women,” or “We 
do not want females.” Such opportunism, she pointed out in 
January 1931, should be counteracted with the strongest meas- 
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ures. For the party and the Soviet government consider female 
labor not only as “a prerequisite of liberation of women from 
eternal slavery, but also as a means of strengthening national 
defense by preparing women to replace men on the labor front.’ 
This consideration of preparedness reversed the trend in employ- 
ment of women during the second twelve years of Communist 





rule. 
Mobilization of Women for Industry Under the Five-Year Plans 


The first Five-Year Plan began in October 1928, and was offi- 
cially proclaimed completed in four and a quarter years, ending 
in December 1932. Its main objectives were industrialization of 
the Soviet Union and “strengthening of its defense capacity.” 
At the beginning of the Plan wage-earners and salaried employees 
totaled 11.5 million, according to its authors. This employment 
level actually reached that of 1913 within the same boundaries. 

According to the first Plan, the total number of employees 
was to reach 15.7 million by October 1933, that is, to increase 
by 38.9 percent. Its authors assumed that there would still re- 
main about 400,000 unemployed by that date.** In reality, how- 
ever, the total number of employees jumped to 22.8 million in 
December 1932. In four and a quarter years it had almost dou- 
bled, and it exceeded by 7 million the total originally scheduled 
to be reached in October 1933.25 But industrial production in 
December 1932 had reached only 93.7 percent of the amount 
scheduled by the Plan.?® The unemployed were already absorbed 
by 1930, a fact which came as a complete surprise to the planning 
officials. Soon there was a labor shortage, and from the last 
months of 1930 the Soviet press charged that managers whose 
duty it was to increase production according to the Plan often 


23 B. Marsheva, cited in footnotes to Table 1, pp. 32-41. 

24 Pervyi Piatiletnii Plan (The First Five-Year Plan), published by the State Plan- 
ning Commission, Moscow 1929, vol. 1, p. 94. 

25 Itogi Pervago Piatiletniago Plana (Fulfilment of the First Five-Year Plan), pub- 
lished by the State Planning Commission, Moscow 1933, p. 174. 

26 Ibid., p. 14. 
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tried in view of the shortage of labor to accumulate a reserve, a 
“labor surplus.” This practice aggravated the shortage of labor, 
and a decree issued by the Council of People’s Commissars on 
February 14, 1930 ordered investigation of “labor surpluses” in 
plants, and adjustment of numbers of workers to production 
requirements in accordance with technological changes.?* 

Simultaneously the Council ordered an increase in the propor- 
tion of women workers in new plants as compared with old 
ones.” On January 23, 1931 the Commissar of Labor of the Rus- 
sian Socialist Federal Soviet Republic issued a circular on the 
correct utilization of labor and the exposure of labor surpluses. 
It stated: “It shall be the duty of the labor authorities to inaugu- 
rate a ruthless campaign against the waste of labor in production, 
high labor turnover and labor surpluses.’’ But nevertheless em- 
ployment figures were surpassing all schedules, and Soviet labor 
experts were emphasizing that new sources of labor reserves could 
be found primarily among housewives.” In reference to the rising 
labor demand since 1930, Serebrennikov wrote: “In view of the 
tremendous increase in labor demand a maximum increase in 
employment of women has become a necessity for the national 
economy. . . . Mass mobilization of women for heavy industry 
and building trades has become particularly urgent because the 
labor demand was particularly acute in these industries. .. . 
The recruiting of women workers primarily among members of 
workers’ families who were not formerly gainfully occupied has 
greatly facilitated the labor supply for industry and other branches 
of national economy; such recruiting of local reserves was nat- 
urally cheaper and simpler than recruiting of outside labor in 
other districts.”’*° 

It would seem that the “liberation” of housewives from “do- 
mestic slavery” was not motivated by sheer idealism on the part 


27Sobranie Zakonov (Statutes), 1930, no. 14, article 147. 

28 Ibid., no. 6, article 69. 

29 A. Issaev, “Problema Kadrov” (The Problem of Labor Supply) in Voprosy Truda, 
January 1931, p. 44. 

80 Serebrennikov, op. cit., pp. 62, 63. 
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of Communist employers. To facilitate the recruiting of women 
workers, the Executive Board of the Communist Party gave in- 
structions to draw members of workers’ families into production, 
and gradually to organize community feeding as a prerequisite of 
“the transition from individual housekeeping to collectivization,” 
in accordance with Lenin’s teachings. Hailing this party order 
in an article headlined “Wives and Daughters of Workers Into 
Plants,” Pravda said on December 24, 1930: “The labor reserves 
are exhausted. . . . But there are tremendous reserves of female 
labor. Suffice it to say that in our cities alone about six million 
housewives are wasting their labor energies in the kitchen, in 
laundering and the like.” On October 5, 1930 the same paper de- 
clared that “the woman worker is going to occupy a prominent 
place in heavy industry.” 

The reason for such employment of women was put bluntly 
by the daily Za Industrialisatsiiu, organ of the Supreme Council 
of National Economy, in an article headlined “Women Into Pro- 
duction! Fundamental Change of Woman Labor.” It said: “The 
struggle for utilization of female labor according to the needs 
of the national economy is the most urgent current problem. 
Industry and collectivized agriculture are now greatly in need of 
woman labor. . . . About 514 million housewives in our cities 
are doing exclusively unproductive work, while vital economic 
interests require liberation of women from kitchen, diapers and 
the like. . . . It is obvious that we have to act more boldly in 
order to destroy the domestic or rather the kitchen hearth so 
dear to the bourgeoisie. . . . The last and most backward sphere 
of individual economy, the household, must be collectivized. . . . 
The army of 5 million housewives must be liquidated.” (Italics 
in the original.) This demand by responsible leaders of the 
planned economy who admitted that the labor shortage in 1930 
was caused by “waste of labor” and mismanagement, was pre- 
sented. with a banner line reading: “With us in the U.S.S.R. 
women are becoming really equal. The Revolution is knocking 
at the doors of smoking kitchens and laundries” (March 8, 1930). 
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To control the demand for labor and to increase the supply the 
Council of People’s Commissars issued the Decree of December 
15, 1930,*4 introducing allocation of labor through obligatory 
registration of actual and potential workers at state employment 
offices. The “luring away” of workers was made punishable, and 
compulsory transfer to other jobs and localities was introduced. 
Incidentally, this method of controlling the labor market was 
copied by Nazi Germany a few years later. In turn, in 1938 
Russia adopted the Nazi Work Book and other Nazi measures for 
tying workers to their jobs. In both countries such measures con- 
cerned women as well as men, and housewives were mobilized 
for industrial preparedness. Despite the quite opposite Com- 
munist and Nazi doctrines concerning women, totalitarian pre- 
paredness produced some similar effects in the mobilization of 
women for industry and their vocational training. But in view of 
the dismissal of women workers, particularly of professional 
women, during the first stage of the Nazi revolution, Nazi writers 
had some difficulty in explaining why women were first. rele- 
gated to the kitchen and later ordered to take up work in in- 
dustry. For instance, when before the present war Nazi papers 
appealed to German girls to become engineers, to enlist in tech- 
nical schools and universities and to train for skilled trades, 
women’s magazines would occasionally venture to refer to pre- 
vious experience and to women’s usual function as a stopgap. 
But whenever the Communist Revolution “knocked at kitchen 
doors” it was hailed as “women’s complete equality with men,” 
as described by Lenin. This naturally appealed to women, par- 
ticularly to the younger generation, and has greatly facilitated 
the mobilization of women for heavy industry and their training 
for hitherto masculine trades. 

Government measures followed on the heels of party orders to 
mobilize workers’ wives and daughters for industrial work. In 
December 1930, and again in January 1931, the People’s Com- 
missariat of Labor issued lists of some 350 industrial and commer- 


81 Sobranie Zakonov (Statutes), 1930, no. 60, article 641. 
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cial occupations either to be reserved for women or in which 
preference should be given to women. It included employment in 
mining, building trades, metallurgy, the chemical industry, tan- 
neries, printing and transportation, as well as textiles, the food 
industry, commercial and office work. Skilled trades, such as those 
of fitters, locksmiths, turners, compositors, were among occupa- 
tions listed for preferential employment of women. These meas- 
ures were a peculiar innovation in the history of female labor, 
and proved helpful in enlisting vast numbers of women for heavy 
industry. 

To speed up the training of skilled women workers, the Com- 
missariat of Labor advised managers of vocational schools that 
female apprentices should be granted 50 percent of the places 
in schools attached to metalworking plants, and 25 percent in 
schools attached to building enterprises and automobile fac- 
tories. Similar instructions were given to heads of higher tech- 
nical schools for the training of an increasing proportion of 
women technicians and engineers. By 1932 the number of girls 
in schools attached to plants had already reached 32 percent, 
in secondary technical schools 27.8 and in higher technical schools 
18.°? By 1938, 51.6 percent of all students in secondary technical 
and industrial schools were women.** In 1940 it was reported that 
32.2 percent of all students in higher technical schools were 
women, as were over one third of all persons who had already 
graduated ‘from universities and other higher schools.** These 
official figures illustrate the unprecedented technical training of 
women. 

The list of occupations for preferential employment of women 
was enlarged by the Decrees of the People’s Commissariat of 
Labor on May 19, 1931 and on April 10, 1932, requesting a ‘‘con- 


82 Itogi Pervago Piatiletniago Plana (Fulfilment of the First Five-Year Plan), pub- 
lished by the State Planning Commission, Moscow 1933, p. 175. 

38 Sotsialisticheskoe Stroitelstvo (Socialist Construction), statistical abstract published 
by the State Planning Commission, Moscow 1939, p. 124. 

84E. Orlikova, “Sovetskaia Zhenshchina i Obshchestvennoe Proizvodstvo” (Soviet 
Woman and Social Production) in Problemy Economiki, 1940, no. 7, p. 118. 
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siderable increase in female labor” in mining, metallurgy, the oil 
industry, the chemical industry and others. The Commissars of 
Labor in the various Soviet republics were also ordered to start 
intensive campaigns to draw women into the national economy, 
to guide the influx of women constantly and to enlist active mem- 
bers of party and labor organizations for this check-up.** 

In this connection it should be noted that 52.5 percent of all 
workers newly employed in coal mining during the first half of 
1931 were women, and in machine construction in that period 
67 percent of the newly employed were women, according to 
official reports. This and the following increase in the number 
of women employed in heavy industry was accompanied by re- 
vision of former restrictions on employment of women for heavy 
work. Such restrictions were superseded by the Decree of April 
10, 1932, with a “provisional list of particularly heavy and harm- 
ful work to which women should not be admitted.” But even 
such restricted protection of women workers in heavy industry 
was declared “provisional,” and subject to further revision in ac- 
cordance with mechanization which would permit drawing ‘“‘vast 
numbers of women into all branches of the national economy, 
according to the general policy of the party and the govern- 
ment.’’*6 

In 1932 the Scientific Council of the Commissariat of Labor 
advised four institutes charged with research on vocational disease 
in various coal-mining districts to investigate the effects of un- 
derground employment on women. The institute in the Caucasus 
coal district carried out a clinical investigation of 592 female 
coal workers, of whom 148 were employed in surface work and 
444 underground. It arrived at the conclusion that underground 
work proved no more harmful to expectant mothers than sur- 
face work. Furthermore, ‘‘it was the unanimous consent of all 
institutes charged with this research that a considerable increase 


85 Izvestiia NKT (Bulletin of the People’s Commissariat of Labor), 1931, no. 14-15, 


p. 268. 
36 Tbid., 1932, no. 22-23, p. 296. 
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in female employment in coal mining, including various opera- 
tions underground, is possible without any harm to the female 
body.”*? Consequently, the All-Russian Conference of Labor Re- 
search Institutes, which discussed problems of female labor in 
January 1933, decided in favor of partial abolition of prohibi- 
tions on the employment of women in underground work in 
coal mines. But it was reported that already many women were 
employed underground on strenuous work harmful to female 
health, such as coal loading. 

This investigation of effects of underground work on expectant 
mothers brings home the fact that female coal workers were 
being recruited, primarily among miners’ wives, as far back as 
1932. This was because recruiting local labor was simpler and 
cheaper than recruiting outside labor, as reported above, and 
because during the years of forced collectivization of farms the 
usual migration from the country to the city stopped, since peas- 
ants were afraid of being completely deprived of their land and 
of farming opportunity. Housewives in particular, therefore, were 
considered as a chief source of additional labor supply. By 1939 
the International Labour Office reported that in the U.S.S.R. 
“many women are employed in underground work.’’** In fact, 
during the last years preceding the present war the Soviet press 
carried on numerous campaigns to recruit housewives for coal 
mining. 

At the same time night work, prohibited for all women by the 
Labor Code of 1922, was permitted in enterprises where the 
seven-hour day had been introduced. And since the seven-hour 
day had been introduced in all enterprises before the war, ac- 
cording to official reports, the right to employ women on all 
night work was implicitly established in peacetime. Moreover, 
it was permitted to employ even expectant mothers on night work 
until the sixth month of pregnancy. Then, too, maternity leave, 
the pride of Soviet labor legislation, was reduced by the Decree 


87 Serebrennikov, op. cit., p. 204. 
88 The Law and Women’s Work (Geneva 1939) p. 337. 
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of December 28, 1938 from eight weeks before and eight weeks 
after childbirth to five and four weeks, just when vast numbers 
of housewives were being drawn into production. 

During the unemployment period the weakening of measures 
protecting women workers did not improve their employment 
opportunities, but since 1930 the abolition of essential measures 
protecting women from work harmful to motherhood has greatly 
facilitated increasing employment of women in unhealthy work. 


Extent of Female Employment, 1929-41 


How did the vigorous drive for additional female labor, carried 
out with all means of economic and political pressure, actually 
affect employment of women under the Five-Year Plans? Table 
presents official figures showing how the number of women 
workers rose between 1929 and January 1, 1933, the official date 
of completion of the first Five-Year Plan. 

In four years the number of women workers rose from 3.3 to 
6.8 million, or more than doubled. In large industry the pro- 


Taste II. FEMALE WaAGE-EARNERS AND SALARIED EMPLOYEES, 1929 anp 19332 

















1929 (Average for the year) 1933 (Fanuary 7) 
In In percent of In In percent of 
thousands total workers thousands total workers 
Large industry 939 27.9 2,206 34.5 
Building trades 64 7.0 437 16.0 
Transportation 104 8.0 293 23.3 
Commerce 97 15.5 434 28.6 
Public feeding 36 46.0 363 64.7 
Agriculture 441 28.0 556 23.9 
Education 439 53.0 795 $5.5 
Health 283 64.6 475 70.7 
Public institutions 238 19.0 543 27.5 
TOTAL 3,304 27.2 6,819 29.9 





*S.S.S.R. v Tsifrakh (U.S.S.R. Statistics), Moscow 1934, p. 112; Trud v S.S.S.R. 
(Labor in the U.S.S.R.), Moscow 1936, p. 25. 
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portion of women rose from 27.9 to 34.5 percent. The increase 
in the building trades was so great that more women were em- 
ployed in building construction than in commerce. As a result 
on January 1, 1933, 43 out of 100 working women were employed 
in industry, building and transportation, as compared with 33 
in 1929. 

After the spectacular increase of women workers during the 
first Five-Year Plan, the authors of the second Plan scheduled 
a considerably higher proportional increase in female than in 
male labor. According to this Plan the total number of employees 
was to rise from 21.9 million (exclusive of apprentices) at the end 
of 1932 to 28.5 million at the end of 1937, or by 30 percent. 
This was to be achieved by a scheduled increase of 44.5 percent 
in female labor, as compared with a 22.9 percent increase in male 
labor. Rising proportions of women workers in all fields of ac- 
tivity were scheduled. Employment of women in large industry 
was to be increased by 43.7 percent, in building by 28.1 percent 
and in transportation by 56.3 percent.*® 

The official figures on women workers for 1937 refer to Janu- 
ary 1 of that year. Table m1 shows the development as compared 
with 1929. 

From the beginning of the first Five-Year Plan up to the last 
year of the second, the total number of woman employees rose 
by 6,053,000, or 152 percent, while woman employees in industry 
increased by 2,359,000, or 251 percent. In industry, building and 
transportation 4,263,000 women were employed on January 1, 
1937. More women were employed in industry (3,298,000) than 
in education, health, public institutions and public feeding com- 
bined (2,952,000). A shift of women from consumer goods to capi- 
tal goods industries took place during the first and second Five- 
Year Plans, and the traditional distribution of women workers 
in industry was reversed. In 1928, out of 100 female manual 
workers 64.5 were employed in textiles and only 5.5 in metal 


89 Vtoroi Piatiletnii Plan (The Second Five-Year Plan), published by the State 
Planning Commission, Moscow 1934, pp. 506-7. 
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Tasie III. FremaLte WaGeE-EARNERS AND SALARIED EMPLOYEES, 
1929 anv 19374 





1929 (Average for the year) 1937 (Fanuary 71) 











In thousands In thousands 
Large industry 939 3,298 
Building trades 64 488 
Transportation 104 477 
Public feeding 36 395 
Agriculture 441 545 
Education 439 1,252 
Health 283 725 
Public institutions 238 580 
TOTAL 3,304 9,357 





*E. Orlikova, “Zhenskii Trud v S.S.S.R.” (Female Labor in the U.S.S.R.) in 
Planovoe Khoziaistvo (Planned Economy), 1939, no. 10, p. 113. 


trades and engineering, but in July 1938 only 20.9 were employed 
in textiles, while 29.7 were in metal trades and engineering. The 
percentage of women in building trades rose from 7 in 1929 to 
20.6 in July 1938. The proportion of women in the total number 
of employees in the U.S.S.R. reached 35 percent in January 1937, 
compared with 29.9 in January 1933 and 27.2 in 1929. 

In reference to these developments, on December 22, 1936 
Pravda said, in an article headlined “Women in National De- 
fense”: “Further increase in woman labor is indispensable for 
strengthening our defense. If war should be forced on us, it is 
the women who will have to replace the men mobilized for the 
front. On their labor will depend the largest part of national 
production in all its branches. This should be kept in mind every 
day and every hour so that we shall not be taken by surprise and 
that work in industry, agriculture and transportation shall not 
be slowed down. . . . We have to put ever-increasing numbers 
of women into production, and to plan it adequately. We have 
to train women for all branches of the national economy, so that 
they shall master all technical skills and be capable of performing 
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any task. And when the hour of the war storm arrives, skilled 
women will efficiently replace mobilized men at the work benches. 
At the same time, women on collective farms will replace men at 
the agricultural machines. . . . We have to inculcate women 
with the spirit of Soviet patriotism. . . . Women are being trained 
for physical fitness and defense tasks with excellent results.” 
This indicates that of all the countries attacked by Hitler, 
Soviet Russia was the only one that clearly visualized, as long 
ago as 1936, that preparedness for total defense against Hitler's 
war machine could be achieved only through the industrial and 
moral preparedness of womanhood. For, as a Nazi expert on 
womeri’s preparedness emphasized in reference to future war in 
1938: “That state will enjoy the greatest advantage in the use of 
its human resources that was first to start in peacetime the train- 
ing of its female population for purposes of the conduct of war, 
and that did it most thoroughly. And such training implies not 
only highly developed technical skills but even more the instill- 
ing of the proper spirit in female souls.”*° This advice was heeded 
in Nazi Germany, but Soviet Russia was first to start industrial 
mobilization and training of its female population for war pur- 
poses, and thus enjoys the greatest advantage, according to the 
Nazi expert. It is well to remember in this connection that not a 
single democratic country among the numbers enslaved by Hitler 
paid any attention to industrial preparedness of women in peace- 
time. Moreover, eight months after the outbreak of the war it 
was stated in an article in the London Economist that Mr. Er- 
nest Brown, Minister of Labor “was satisfied that there was no 
room for women in Government training centres for war work.”*! 
The fact that women in Soviet Russia were being feverishly 
trained in peacetime to speed up war production and to replace 
men in wartime has certainly contributed much to Russia’s re- 
sistance of Hitler’s onslaught. In 1939 the Russian Military Serv- 


# Kapitaenleutnant Th. Sonnemann, Die Frau in der Landesverteidigung (Berlin 
1938) p. 153. 
#1“Winning the War?” in the London Economist, April 20, 1940, p. 725. 
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ice Law introduced military service in the Red Army for various 
groups of trained women in wartime.* 

No employment schedules for women during the third Five- 
Year Plan were published. As was announced at the Communist 
Party Convention in March 1939, a total increase in employ- 
ment of 5 million between 1938 and 1942 was planned. Soviet 
labor experts were again emphasizing that female labor reserves 
represented the chief source of labor supply during the third 
Five-Year Plan. So, for instance, B. Babynin described how 


Taste IV. PERCENTAGE OF WOMEN MANUAL WorkKERs IN INDUSTRY, 
1929 anp 19392 











January 1, 1929 November 7, 1939 
Coal mining Cab 24.8 
Oil production No figures 15.4 
Peat digging No figures 48.9 
Iron mining 6.3 23.6 
Cement manufacture No figures 28.6 
Iron metallurgy 7.1 24.9 
Nonferrous metallurgy 8.8 31.7 
Chemical industry No figures 41.3 
Rubber and asbestos manufacture 57.4 62.4 
Sawmills 18.3 43.9 
Power stations No figures 20.9 
Printing 22.6 57.8 
Cotton industry 61.5 68.3 
INDUSTRY AS A WHOLE 28.8 43.4 





*E. Orlikova, “Sovetskaia Zhenshchina i Obshchestvennoe Proizvodstvo” (Soviet 
Woman and Social Production) in Problemy Economiki, 1941, no. 7, p. 114 ff. 

increasing employment of women, particularly in building trades 
and metallurgy, would provide vast labor reserves, and said that 
“housewives represent a most important source for satisfaction 
of the increasing labor demand in cities.”** The latest official 
figures on the proportion of women among manual workers in 


42 Universal Military Duty Law of September 3, 1939, Izvestiia, September 3, 1939. 
48B. Babynin, “Voprosy Balansa Rabochei Sily” (The Balance Sheet of Labor 
Demand and Supply), in Planovoe Khoziaistvo (Planned Economy), 1939, no. 9, 
pp. 56-64. 
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large industry show that it rose from 28.8 percent on January 
1, 1929 to 43.4 percent on November 1, 1939. Table Iv shows 
the shift of women to heavy industry. 

It appears that the proportion of women among manual work- 
ers was approaching equality with that of men, and that women’s 
share in heavy industry was already spectacular in peacetime. The 
contribution of Russian women to preparedness is indeed un- 
precedented. What their toil and sacrifices meant in terms of 
their personal welfare and the health of the nation can be judged 
only by a study of labor conditions, consumption, housing, the 
housework of working mothers, child care, sickness and mortality, 
and finally of the measures concerning forced labor for women 
and speeding up output. 

Women’s industrial preparedness was also illustrated by the 
message to women from the Executive Board of the Communist 
Party on March 8, 1941, on the occasion of the Communist In- 
ternational Women’s Day: “In the U.S.S.R. over 5 million women 
are employed in industry and transportation alone. The num- 
bers of women working on railroads, in metallurgy and at hew- 
ing machines in coal mines are rising. Over 170,000 women 
engineers and technicians are working in Soviet industry. Over 
100,000 women are driving tractors. There are 650,000 women 
teachers, 73,000 women physicians and 33,000 female research 


workers. . . . Women’s unselfish labor for defense of the Soviet 
Union is the slogan of the Communist International Women’s 
Day.” 


When Hitler began his attack, over 30 million women were 
working in the U.S.S.R., of whom 19 million were toiling in the 
fields and 11 million in factories and offices, according to Pravda 
of June 29, 1941. Drafting of women for civil defense and war 
work was enacted immediately, according to the provision of the 
Labor Code on compulsory labor service quoted above, but with 
the age of exemption for women lifted from 40 to 50. Further- 


44 Partiinoe Stroitelstvo, monthly publication of the Communist Party, Moscow, 
March 1941, p. 31. 
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WOMEN’S WORK IN RUSSIA 45 
more, women have been mobilized for the “people’s army” to re- 
inforce the Red Army fighting forces. “Russian women will fight 
in every possible capacity,” Vice-Commissar of Foreign Affairs 
§. A. Lozovsky announced on July 7. He added that “every Soviet 
citizen wiil fight to the last drop of blood in order to rid the 
fatherland of the fascist gangsters. . . . There are in the U.S.S.R. 
millions of women ready to fight with arms against the fascist 
gangsters but we did not and do not consider organization of 
female regiments” (Pravda, July 8, 1941). 

Whatever Russia’s fate in her life-and-death struggle may be, 
women play as important a role in her heroic resistance as do 
men. The unprecedented numbers of machines of war on the 
Russian battlefields were made possible by unprecedented mobi- 
lization of womanpower by totalitarian methods in both countries. 
And the more free men and women in free countries abhor the 
brutality of totalitarian preparedness methods, the more they 
must realize also the vital necessity of “women’s unselfish labor” 
for defense of democracy, the necessity of women’s industrial pre- 
paredness in peacetime. We have it on the authority of Nazi 
preparedness experts that only that country is prepared for total 
war, for the war of production, which has in peacetime trained 
womanpower for industry as thoroughly as it trained manpower 
for fighting. 


(New School Graduate Faculty Research Projects) 











GERMAN PROPAGANDA INSTRUC- 
TIONS OF 1933 


BY ERNST KRIS 


O. NOvEMBER 16, 1933 the Paris newspaper Le Petit Parisien 
published the first of a series of articles giving the text of a secret 
document, issued before September 20 of that year by the Ger- 
man Ministry of Public Enlightenment and Propaganda to its 
agents in the Americas.1 The document, entitled General In- 
structions for German Agents in North and South America, con- 
tains an outline of policy and a number of memoranda on de- 
tailed problems. In March 1934 the articles, together with the 
original German text, were republished in Paris in a pamphlet. 
That same year Robert Dell published an English translation, 
with slight omissions, as an appendix to his Germany Unmasked. 
In spite of the fact that the Instructions contain the master plan 
for German propaganda in the western hemisphere, especially in 
South America, they have rarely been mentioned in subsequent 
years, and to the best of our knowledge have never been satisfac- 
torily analyzed. Only a few progressive magazines and news- 


1The first part, containing the political outline, was, according to Le Petit 
Parisien, drafted between July and September 1933. It was sent to the person who 
transmitted the document to the newspaper with a covering letter dated September 
20. This statement is confirmed by Robert Dell, who says that other parts of the 
Instructions may have been drafted somewhat later, in October 1933. 

2London, Martin Hopkins, 1934. The quotations given in this paper are taken 
from Dell’s text; occasional emendations of his translation are intended to make it 
conform more accurately to the wording of the original. 

8 French authors were more familiar with the document than were authors writing 
in English. We find the document mentioned by: Ernest Pezet, Sous les yeux du 
monde (Paris 1935); Edmond Vermeil, “La propagande allemande; ses principes, 
son organisation,” Notre Combat, vol. 5 (1940); see also Nouveaux Cahiers (May 15, 
1939). Refugee authors have occasionally mentioned the document, as in Ernest 
Hamburger, “Le Ministere Allemand de la Propagande,” Cahiers de la Presse, vol. 
3 (July-September 1939) p. 299; Das braune Netz (Paris 1935); Joachim Reichenau, 
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papers in Europe and in this country published adequate reports 
at the time; the important papers carried the official German 
denial on the front page and somewhat skeptical comments in the 
editorial columns.‘ 

The first German denial—published on November 16, 1933— 
states that the Instructions “so clearly bear the hallmark of fic- 
titiousness that the critical reader will scarcely require the specific 
denial that is hereby made.” It was added that the publication 
was especially regrettable “in view of developments of the last few 
days,” which might be affected by “such poisoning of the sources 
of public information” (New York Times, November 17, 1933). 
This semiofficial denial was followed up by the German Minister 
of Public Enlightenment and Propaganda, Dr. Goebbels, who 
stated that “the publication by the Petit Parisien of alleged secret 
instructions . . . is a malevolent invention for the purpose of dis- 
crediting Germany’s foreign policy and disturbing the German 
policy of peace.” This, he continues, is evidenced “by this one 
fact alone, that the Propaganda Ministry is technically incom- 
petent to issue instructions to German diplomatic representatives 
abroad and to advise German propaganda bureaus in foreign 
countries, because such do not, in fact, exist.” In a semiofficial 
commentary it was, however, said that “the whole document is a 
more or less clumsy patchwork of quotations long outworn and 
often corrected” from Mein Kampf (New York Times, November 
18, 1933, and the London Times, November 20). 

In order fully to appreciate the emphasis of these denials, it is 
well to recall that on October 29 the Hearst press had published 





This Man Goebbels (London 1940). Some of the authors do not distinguish between 
the document here discussed and a similar one published by Pezet (see Appendix). 
In the Argentine Chamber of Deputies, on May 19, 1938, Enrico Dickman dis- 
cussed a “secret document” related to National Socialist propaganda in Argentina, 
which had been brought to his notice; the document is identical with the Instruc- 
tions of 1933. The reaction of the Chamber was strong and further investigation 
was promised. See the Argentine Republic’s Nacional Diario, Sesiones de la Camera 
de Deputados (1938) vol. 1, p. 211. 
*A critical report was finally published in a German weekly in Paris, Das neue 
Tagebuch (March 17, 1933). 
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the interview granted by Hitler to Karl von Wiegand. It con- 
tained a full guarantee of propaganda peace: “If any German 
national,” Hitler stated, “who is a member of the party is engaged 
in propaganda or political activities in the United States, I will 
expel him from the party immediately that proof is submitted 
to me.” These remarks referred to the American reaction to 
Nazification of German-American institutions, which was rapidly 
progressing at the time; early in October, especially, the activi- 
ties of Herr Spanknoebel were regularly discussed in the Ameri- 
can press. The whole problem was accentuated at the time by 
Representative Dickstein’s attitude. On October 10 he stated 
that as chairman of the Committee on Immigration of the House 
of Representatives he would start an investigation into pro-Nazi 
propaganda in the United States. The entry of “300 persons” as 
additional consular staff and the institution of a German propa- 
ganda bureau were said to be the main objectives of these in- 
quiries. Throughout October evidence quoted by Mr. Dickstein 
in interviews and radio addresses, and denials by German officials, 
followed each other in rapid succession. Finally Dr. Goebbels, 
on October 26, stated that Herr Spanknoebel had no official mis- 
sion, and this was followed by a general disclaimer of any inten- 
tion to propagandize National Socialism in the United States. 
Representative Dickstein, however, did not withdraw: the first 
hearing of his inquiry was fixed for November 14. In anticipation 
of this inquiry, the Hitler interview was published. 

More emphasis was given to the interview in Germany than 
in the American press. It was reported by the Voelkische Beo- 
bachter on November 2, 1933, and its content was generalized; 
the guarantee of propaganda peace was extended to the world, the 
subtitle of the report being “No National Socialist Propaganda 
Abroad.” Such propaganda, the paper states, might endanger the 
friendly foreign relations which Germany wished to maintain® 

Germany’s reaction to the publication of the Instructions was 


5See in this connection Ludwig Lore, “Nazi Politics in America,” the Nation, 
November 29, 1933. He does not, however, refer to the Instructions. 
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not limited to denials. On November 19, Herr Koester, the Ger- 
man ambassador to Paris, transmitted to the Quai d’Orsay a 
verbal protest against the publication. The question of the docu- 
ment was discussed in the British and French parliaments. In 
France the Minister of Foreign Affairs, M. Paul Boncour, was 
asked by M. G. Henry-Haye in a session of the Foreign Affairs 
Committee to give at an early date his views on the authenticity 
of the alleged revelations of German propaganda. In the House 
of Commons, Sir John Simon, replying to Mr. Mander, M.P., 
quoted the German government's denial of the authenticity of 
the document. In Berlin at the same time, the Scherl Publishing 
Co., Herr Hugenberg’s newspaper syndicate, offered the sum of 
50,000 marks to anyone who could prove satisfactorily that the 
document as published by the French newspapers “had really 
been issued by a responsible German government department.” 
The jury was to consist of three “political historians” nominated 
by the French National Syndicate of Journalists, by the Reich 
Association of the German Press and by the Scherl Publishing 
Co. No source accessible to us has mentioned anything concern- 
ing further investigations. 

The editor of the Petit Parisien, M. Albert Julien, and the 
diplomatic correspondent of the paper, M. Elie Bois, vouched 
for the authenticity of the document. Their confidential evidence 
was later submitted to Robert Dell. He too accepts full responsi- 
bility for the authenticity of the document, and supports this 
view by a brief discussion of some of the main points; he also 
says that the French government was aware of the authenticity— 
this being why Herr Koester refrained from a written protest. 

In the spring of 1934, according to Dell, German emissaries 
accompanied by Ferdinand de Brinon, then as now the champion 
of Franco-Nazi fraternization, tried at all costs to prevent the 
publication of the pamphlet containing the French and German 
texts: but it seems that the Nazi apprehension was not justified. 

Public discussion of the document was at the time not favored 
by official circles in democratic countries: the desire for appease- 
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ment prevailed. The voices of Dell and the writers we have men- 
tioned remained unheard, and apparently the students of Na- 
tional Socialist organization and propaganda, at least in this 
country, were consciously or unconsciously impressed by the Nazi 
denials—semper aliquid haeret—for they have refrained from 
using to the fullest extent this important indicator of Germany’s 
future propaganda. 

In spite of the fact that no one except the German government 
authorities has ever expressed doubt as to the authenticity of the 
Instructions, we shall, in the following pages, proceed on the as- 
sumption that such doubts exist. In examining the problem, we 
shall use methods generally applied in historical research— 
methods which naturally cannot rely on any other than circum- 
stantial evidence. This trial in itself promises to afford us an 
opportunity of discussing at close quarters some of the tactics 
and principles of National Socialist psychological warfare. 


II 


The necessity of intensifying German propaganda in foreign 
countries in the future is, the Instructions say, related to the 
political situation, described as “a state of direct danger of war 
for Germany,” similar to that “existing during the years 1910 to 
1913.” The enemy, it is stated, has not changed: it is still France, 
the mortal enemy. England is viewed as: 


“. . . the most dangerous and most powerful ally of France and 
therefore all the foreign political efforts of the Reich Government 
must be directed towards disturbing the relations between these two 
countries. . . . This English attitude towards Germany may in the 
near future, in the course of events . . . be still further modified to 
the disadvantage of Germany.” 


The reason why the scene of 1933 was being considered in 
such warlike terms is given in these words: 


“The determining factor in the foreign policy of the Reich Govern- 
ment is the recognition that Germany cannot and will not tolerate 
much longer the continuance of the Versailles dictate. No stone must 
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be left unturned in order to secure a revision of this dictate by way 
of negotiation. At the same time, however, nothing must be left un- 
done which might be of service in the event of Germany being com- 
pelled to take what is her due by other means. The demands of 
Germany in respect to a revision of the Treaty of Versailles are well 
known. Here it need only be mentioned briefly that the restoration 
of the Saar territory now stands in the foreground of these claims, 
while the inalienable German claims to Alsace-Lorraine should not 
at present be insisted upon to a degree correspondent with the 
wishes and the feelings of the German people. 

“Towards Poland the German National Socialist Government has 
for the time being adopted a more conciliatory attitude, for the 
reason that on this side special efforts are being made to obtain sat- 
isfaction of German claims in another way. Naturally these claims 
have by no means been relinquished, any more than the demand for 
restoration of, at any rate, a portion of the former German overseas 
colonies. 

“The ultimate aim of the National Socialist foreign policy must be: 
the recovery of all portions of territory around Germany which con- 
tain a German minority. 

“The restoration of the German colonies, and this not by way of a 
mandate from the League of Nations, which Germany does not rec- 
ognize as the holder of such mandate rights. 

“Further, genuine equality of rights for Germany in matters of 
armaments, without any international armaments control. Such a con- 
trol would not be acceptable to Germany even if it were apparently 
‘international’ in character. 

“It is clear that it will be extraordinarily difficult to secure satis- 
faction of all these demands by way of negotiation. It is, however, 
equally clear that Germany is not yet prepared to obtain satisfaction 
of these claims in another way.” 


This is the “inside” plan as described to the agents; it is clearly 
differentiated from the version German propaganda is to present 
to the world public. The version for the public follows closely 
the policy laid down in official announcements, especially in 
Hitler’s speech in the Reichstag on May 17, 1933, in which he 
demanded the disarmament of France, asserting that Germany’s 
aim was peace and peace only. These pledges of amicability were 
gradually reenforced and repeated, in order to make Germany’s 
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withdrawal from the League of Nations on October 14, 1933 
more acceptable to the European public. It may be recalled here 
that on November 12, four days before the publication of the 
Instructions by Le Petit Parisien, the Reichstag elections had 
given 43,000,000 out of 45,000,000 votes to the Nazis, the issue 
being the Reich’s policy toward the League, and that three days 
later Hitler proposed a nonaggression pact to Poland. This policy 
toward the League is described in detail in the Instructions. 


“To the outside world it should . . . be emphatically insisted that 
Germany’s only desire is to secure a peaceful settlement of the out- 
standing problems, and . . . the blame for the failure to arrive at a 
peaceful understanding should from the outset be skilfully ascribed 
to those who deny Germany the fulfillment of her just demands. 
This must, of course, be done in an unobtrusive and modified form. 
This policy should prepare the way for further acts: in a certain 
eventuality at any rate a portion of public opinion will have gained 
the impression that after Germany had made every effort to arrive 
at an understanding by peaceable means, the only course open to 
her was to take what is her due, though this does not necessarily 
imply a casus belli.” 


The “certain eventuality” which the Instructions of Septem- 
ber anticipate is obviously none other than the withdrawal from 
the League; this is still more clearly expressed elsewhere in our 
document, where it is said that: 


“Developments in the near future may result in the Reich Govern- 
ment being forced to make decisions concerning foreign policy in 
regard to which no previous information has been given. Should such 
a case occur, it will at once become necessary to interpret these de- 
cisions without delay to the general public in foreign countries. If, 
for instance, in the matter of disarmament negotiations, any surprises 
or decisions of the Reich Government not expected in foreign coun- 
tries should occur, the material in the possession of the official repre- 
sentative or confidential agent in foreign countries will, as a rule, 
suffice for the composition of articles designed to interpret these sur- 
prises and decisions. . . .” 


If we compare these instructions with German propaganda in 
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relation to the withdrawal from the League of Nations, we will 
find that they adequately describe the policy adopted by the 
media of mass communication under control of the Nazi govern- 
ment. This fact, however, is not likely to dispel whatever doubts 
one may hold as to the authenticity of the Instructions. Dated 
allegedly from September 1933, but published two months later, 
the document might be based on the experience of Germany’s 
withdrawal from the League, which it seems to anticipate. Our 
discussion of this outline has thus not produced convincing argu- 
ments against the denials issued by the Nazi authorities. But we 
may hope to reveal such arguments if we turn to other sections 
of the Instructions; as we shall see, they describe in great detail 
measures in the field of propaganda organization and _ tactics 
which were developed only after publication of the document. 


Iil 


The Instructions start from the assumption that public opinion 
in the western hemisphere is hostile to the National Socialist 
government. For the purposes of German policy it is considered 
necessary to modify public opinion in both the Americas in favor 
of National Socialist Germany, “in order that, should occasion 
arise,” public opinion might “bring pressure to bear upon the 
governments which are largely dependent upon it.” This cam- 
paign is to be carried out through the following channels: 


“An extended German wireless news service; the same in a thor- 
oughly neutral guise; a skilful wireless broadcast propaganda which 
will also be organized for overseas listeners; direct attempts to in- 
fluence the foreign Press in the ways to be described in greater de- 
tail; the publication of German propaganda articles in this foreign 
Press in a form not recognizable as propaganda; the cultivation of 
personal relations with leading foreign newspaper representatives 
and newspaper owners, with a view to possible influence by personal 
favors; a cultural and tourist-travel propaganda which henceforth 
must also to some extent be skilfully employed for purposes of polliti- 
cal propaganda; furthermore, any sort of organization adapted to the 
influencing of opinion in favour of Germany—such would include 
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occasional exhibitions, above all in the field of the graphic arts, 
which would include, in particular, all propagandist works concern- 
ing the new Germany; finally, there is the question of translating 
these and other German books and writings into the native language 
of the States in question: that is to say, in the present case, into 
English, Spanish and Portuguese.” 


The general technique advocated is not limited to promotion, 
however. Propaganda is handled as a “secret weapon,” and its 
methods are those used in subversive and revolutionary move- 
ments. “Neither the source nor the real aims” of the propaganda, 
the Instructions state, “may be perceivable. Every suspicion that 
it emanates directly from German quarters” must be dissipated. 
Secrecy in this sense necessarily influences the choice of personnel, 
and it is therefore advised that “the largest number of individ- 
uals” who “are above suspicion” should be employed. The task 
of such agents is manifold. They will be used for negotiations 
with the press, and they may act as special correspondents.® De- 
tailed guidance is given as to the means of communication be- 
tween these agents and the German Ministry of Propaganda: 


“Letters and reports are only to be handed to the ship’s con- 
fidential agent for direct conveyance by German ships leaving for 
Germany. Cables to headquarters in regard to important matters are 
to be dispatched from Montevideo, even if they are drawn up en- 
tirely in the CB code. Under no circumstances may wireless be used 
for such telegraphic communications, which are, moreover, to be 
confined to the smallest possible number. Nor is it allowable to dis- 
patch letters containing information by air.’’? 


It is in agreement with this policy that the question of expense 
is of minor importance. “Considerable financial sacrifices .. . 


®It is, however, expressly stated that while it is desirable to employ people “with 
no apparent connection with the German Government,” the services of refugees 
may not be used, “because it would be impossible to rely upon their discretion.” 
7A special provision states that under no circumstances should the Instructions 
be entrusted directly to the Argentine post. Similar though more forceful admoni- 
tions were pronounced by Herr Bohle, the head of the political organization of 
Germans abroad, in 1937. Confidential documents should be destroyed and only 
a very restricted number of party members should be kept informed. (See F. Elwyn 
Jones, The Attack from Within, London 1939, p. 93.) 
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are to be made. . . .” Thus, for instance, “the chief editor of the 
publishing house” will be paid after the appearance of certain 
feature articles; the newspapers that are prepared to use German 
news services may be refunded their expenses for telegraphic in- 
quiries and such expenses as they may incur in having to engage 
additional staff. Moreover, not only will the services which these 
newspapers are to use be supplied free of charge, but certain 
“carefully veiled financial promises’ may also be made.® 

In the same way, publicity given to German films may entail 
considerable expense. There need not be any hesitation about 
taking a temporary lease “for a centrally situated cinema in im- 
portant towns,” although it is obviously preferable to supply other 
cinemas with German propaganda films if these can be “skillfully 
sandwiched into the program.” 

The money at the disposal of the agents is not to be used only 
for such routine work. Part of it will be devoted to propaganda 
espionage, mainly directed against France and only secondarily 
against Britain. ‘Personal relations with French confidential 
agents in America,” the Instructions say, ‘are almost completely 
lacking and one can hardly establish such relations by monetary 
expenditure only.” It is, however, “extremely important to gain 
a deeper insight into French propaganda work in America.” And 
“for the acquisition of such information, extra budgetary funds 
are available.” They may be requested “through the official Ger- 
man representative and, in exceptionally urgent cases, will be 
obtainable immediately without preliminary application to Ber- 
lin.’””® 
8In this connection the Instructions make a number of remarks with regard to 
caution. For example: “The publication of German announcements and advertise- 
ments or of indirect German tourist propaganda in such papers is undesirable 
immediately after such a new agreement regarding such a special service has been 
concluded, because observers would at once draw their conclusions.” 
®In this connection it might be interesting to quote a few figures concerning 
German propaganda expenditure. The Foreign Affairs Commission of the French 
Chamber was given in 1934 the following figures on expenditures of European 
governments for propaganda purposes: Germany— $1,536,000; Italy—$720,000; 


France— $516,000; Great Britain—$420,000. Much higher figures are indicated in a 
confidential memorandum, “German propaganda expenditures and some sources of 
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IV 

The relation of German propaganda to promotional and sub- 
versive activities becomes clear if we study the organization de- 
scribed by the Instructions. The greatest importance is given to 
news policy. The principle is simple: Germany will supply the 
news without charge, and those who use her services will support 
her cause. There are, however, grave difficulties in the way of 
this method. The two chief German news services are the Trans- 
ocean News Service and the Deutsche Nachrichtendienst. Trans- 
ocean is considered a semiofficial agency, the Deutsche Nachricht- 
endienst official. “Both services, as is fully realized here,” the 
Instructions state, “do not unaided fulfill the purpose of influenc- 
ing public opinion . . . since they are suspect by reason of their 
source.” It appears, the Instructions continue, that recently La 
Prensa of Buenos Aires, which used to take 75 percent of her 
German news coverage from Transocean News, has changed her 
policy, obviously because of the hostility to National Socialism, 
and that “the heads of the cable departments of important news- 
papers receiving Transocean service have objected to its unre- 
stricted use.” In order to provide exact figures in similar cases, 
statistical data should be kept on the use made of German “news 





the Propaganda Ministry’s income,” prepared by the Committee for National 
Morale in New York in 1941. They state that expenditure for “active” propaganda 
in Germany was reduced from $96,000,000 in 1934 to $90,000,000 in 1936. During 
this period the expenditure for “active” propaganda abroad increased from $104,000,- 
000 to $168,000,000. The meaning of “active” propaganda in this sense is not defined. 

Figures indicating the detailed distribution of German propaganda expenditure 
were published in Das braune Netz (op. cit.). According to this source, almost 10 
percent of the total expenditure for propaganda was used for a secret fund devoted 
to bribery and corruption, and almost 20 percent for German organizations abroad. 

Figures for the propaganda expenditure of Germany in this war are not known. 
An estimate of the London Economist arrives at the figure of $540,000,000 per 
annum. 

German propaganda expenditure in Argentina was recently discussed in the 
Argentine Congress (see New York Times, September 6, 1941): while in the fiscal 
year 1938-39 the German embassy spent 164,000 pesos on publicity, in 1940-41 this 
sum was raised to 5,983,000 pesos. It is worth keeping in mind the following com- 
parison of foreign propaganda expenditures in Argentina from July 1, 1940 to June 
30, 1941: Germany —5,983,000 pesos; Great Britain — 1,829,000 pesos; United States— 
506,000 pesos. 
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material” by each newspaper. As a remedy, an extension of the 
German news services, “particularly valuable to foreign news- 
papers,” is planned. Certain important papers are to be ap- 
proached with a special offer of a wireless service “under a 
completely neutral flag.” ‘The style will be suc “‘as to flatter the 
predilection of many American newspapers for ‘special correspond- 
ents.’”” All representatives of the official German services, the 
Instructions proceed, may act as such correspondents without 
charge; their task will be to provide news not only from Germany 
but in general, especially news concerning France, England and 
Austria. 

In this connection, however, special care will be required to 
keep a just balance. Any one of the newspapers with which such 
contacts are to be established may have special wishes, which 
should be readily met by the “correspondent.” But these wishes 
should not constitute “more than 50% of this service . . . the 
other half. . . being reserved for German propaganda and Ger- 
man news interest.” This propaganda will not be handled clum- 
sily. “Very few German comments. . . will be used, but in the 
main such comments from neutral newspapers . . . as are above 
suspicion.’’2° 

In addition to the news a special service will deal with fea- 
ture articles: a research department in Berlin will prepare arti- 
cles “in which, with due appreciation of the German standpoint, 
a definite problem will from time to time be dealt with.” The 
subjects will vary—disarmament, conscription of labor, the 
restoration of the Saar territory are mentioned as topics; in addi- 
tion, thousands of articles will be “related to all problems and 
situations likely to engage the attention of the public in the near 
future.” They will carefully take into account the environment 
for which they are destined. Copies “will then be distributed by 
the central research department to the various research depart- 


10 Special provisions are suggested for cases in which special services are to be 
arranged for several newspapers in one place; the contents of the news services 
will then be differentiated “so that they hardly bear any resemblance to one 
another.” 
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ments abroad, in order that the latter may try to use them to 
the best advantage.’’™ 

In addition to the supply of articles from Germany written by 
eminent specialists, the local German agents or their employees, 
“in accordance with general hints and recommendations issued 
by headquarters, will have articles compiled in the countries in 
which they work.” In these cases the fee, it is said, should be 
related to the “importance” of the particular writer, and “val- 
uable collaborators should . . . be remunerated so generously 
that they will be anxious to collaborate in the future.” i 

Lecture material—script and lantern slides—is to be treated 
on much the same line. The lectures will deal with cultural or 
scientific subjects, or merely with the beauty of German scenery. 
They should be supplied “to well-known foreigners for free 
use... .” The problem of placing these lectures is discussed; 
once more the borderline between free service and paid publicity 
is waived. “The lecturer may be paid a fee, the size of which is 
left to the discretion of the official representatives and confiden- 
tial agents, though the latter must in every case consider whether 
such remuneration can be effected without exciting suspicion.” 

It is planned that radio is to be used chiefly for the organiza- 
tion and expansion of “German broadcasting hours.” Without 
violating “the legal regulations of the particular country,” these 
broadcasting hours are to serve the purpose of German foreign 
policy. The material to be used—lectures, plays, gramophone 
records, even unpublished works of literature—is being made 
available, and will be revised from time to time. The German 
broadcasting hour should also include items in the language of 
the national majority, which then, after closer personal relations 
between the German agents and the staff of the broadcasting sta- 





11 These research departments abroad are especially advised that the articles should 
be used “only once in each case. After publication, headquarters should be asked 
to send another article in duly modified form.” The local offices are advised even 
on details of organization. “All used articles are to be preserved as material among 
the records for the state or district so that they may continue to supply suggestions 
for independent articles commissioned by confidential agents in foreign countries.” 
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tion have been established, might be used in other programs of 
the station. No special reference is yet made to short-wave broad- 
casting, which was still in the experimental stage in 1933.1? 

In addition to a few notes on German film propaganda and the 
propaganda value of exhibitions—mainly of the graphic arts 
and German literature—hints are given on the necessity both 
of promoting the sale of National Socialist literature to nationals 
and of selling translations to foreign readers. 

If read in the light of subsequent experience, it can be easily 
seen that what the Instructions describe as a plan has been exe- 
cuted on an enlarged scale. It seems hardly necessary to quote 
detailed evidence: the literature on Nazi infiltration into Latin 
America is steadily growing, and especially since the French sur- 
render the media of mass communication in the United States 
report almost weekly on facts which could have been anticipated 
by a study of the Instructions. The present picture, however, is 
infinitely more complex than that drawn in 1933. In some of the 
Latin American countries, especially in Mexico and Brazil, a 
newspaper war is being waged between pro-Axis and prodemo- 
cratic papers; and gradually the secrecy of Nazi action is becom- 
ing open pressure. The expansion of Transocean News Service 
has become an item almost continuously discussed. German news 
policy is further supplemented by Spanish, Italian and Japanese 
“news interests’—to use the term of 1933—and the tripartite 
agencies, Transocean, Stefani and Domei, closely cooperate.’* By 


12 German broadcasts to Latin America were started early in 1934. (See Kurt Well- 
ner, “Ibero-America, Brennpunkt der Kurzwellen Richtstrahlen,” in Zeitschrift fuer 
Geopolitik, 1938, p. 489.) It is worth recalling in this connection that British broad- 
casts to Latin America were started on March 15, 1938, in which year Germany 
broadcast to Latin America more than any other non-American country. 

13 Bibliographical references will be easily found in: Samuel Guy Inman, Democracy 
versus the Totalitarian State in Latin America (Philadelphia 1938); Fernando de los 
Rios, “Nazi Infiltration in Ibero-America,” Social Research, vol. 7 (November 1940); 
“Propaganda and Latin America,” Propaganda Analysis, vol. 4, no. 2, December 15, 
1940; Carleton Beals, The Coming Struggle for Latin America (New York 1938); 
A. Curtis Wilgus, The Development of Hispanic America (New York 1941). In none 
of these publications are the Instructions mentioned. Regular bulletins which con- 
tain a wealth of relevant information are published in The Hemisphere, a con- 
fidential weekly, which is in its third year of publication. 
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now they all use blackmail and open pressure, as advocated in the 
Instructions. Advertisements are granted only to such papers as 
have given full cooperation.“ 

The most striking resemblance between later developments— 
discontinued since the outbreak of the war—and the Instructions 
is contained in a section devoted to tourist propaganda, which is 
ultimately linked with cultural propaganda in general and which 
will “be made to serve political ends as well.” This propaganda, 
the Instructions state, will to a considerable extent be entrusted 
to the agencies of the big German shipping lines, which will “in 
future be urged to cooperate more closely with the official Ger- 
man representatives and confidential agents in foreign countries.” 
If one surveys the scene of 1933, there can be no doubt that such 
details could not have been deduced from previous actions or 
published intentions of Nazi authorities. 

In spite of such evidence, further doubts of the authenticity 
of the Instructions may be raised, at least in theory. Even if much 
of what the Instructions indicate has been carried into effect in 
subsequent years, the objector might say, this does not neces- 
sarily prove that they are “genuine.” It testifies only to the accu- 
racy of the information of those who drafted the document. They 
may have been in a position to know the plans laid in the Ger- 


14“All German advertisements,” say the Instructions, including German tourist 
propaganda, “should be withdrawn from papers using Havas news.” This boycott 
should, however, “not be recognizable.” 

Such refinement is no longer observed. The editor of the Bolivian newspaper 
Razon has lately described the procedure in detail. (See New York Times, Novem- 
ber 10, 1940, and the comments in “Propaganda and Latin America,” op. cit.) An 
overwhelming majority of the newspapers in Bolivia, he said, and nearly all the 
radio stations, had already given way to fascist threats and were now using Trans- 
ocean News and Stefani, the Italian news service. He reported that the fascists not 
only removed their own advertising from his newspaper, but that they had induced 
several native concerns to do so. He told of an old friend of his father who came 
to his newspaper office frequently to urge that he change his editorial policy. 
Finally he came in one day and said: “I can’t stand it any longer. All my German 
friends demand how I dare publish my advertising in your paper.” 

Similar techniques were applied by German “propaganda” in Spain (see F. Elwyn 
Jones, op. cit.), in Sweden (see Socialdemocraten, November 8, 1934) and in South 
Africa (see Benjamin Bennett, Hitler Over Africa, London 1939). 
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man Ministry of Propaganda and may have used this knowledge 
for their own purposes. 

This objection can hardly be refuted. All we can aim at, in 
studying further details of the Instructions and in comparing 
them with subsequent events, is to establish the reliability of the 
information contained in the document. The more closely this 
information tallies with what was done in later years, the more 
probable it is that those who drafted the document, or their 
disciples, are still in control of German propaganda. It is at a 
high degree of probability that we aim—a degree which ap- 
proaches certitude. The chances of achieving this aim seem to be 
greatest if on the one hand we attempt to link the tactics of propa- 
ganda, as described in the Instructions, to its planning and to 
the general concept on which Nazi propaganda is based, and on 
the other hand we analyze the limitations of the Instructions: 
if we study not only what they say but what they fail to say. 


Vv 


When after the defeat of 1918 the German experts reviewed the 
war, and the High Command started to prepare for the future, 
one of the problems of psychological and diplomatic rearmament 
concerned the failure of the German news service. The trans- 
atlantic cables had been cut almost at the beginning of the war, 
and the short-wave transmitter Nauen was never a fully satisfac- 
tory substitute. Thus the problem of how to present the German 
case to the world “the next time” was studied in detail, and the 
official German news service was organized. 

The National Socialist propaganda experts who in 1933 joined 
those previously in the service of the government introduced a 
new and revolutionary conception of news. The main lines were 
set forth as early as 1933 by Hadamovsky, head of the broadcast- 
ing system of the Third Reich and one of Goebbels’ collabora- 
tors. He stated clearly that the news service in National Socialist 
Germany would not be conducted on the same lines as the news 
services in a democracy. Not the futile and “relative” conception 
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of truth, but the concrete interests of the nation would decide 
what was news at a given time. The implications of this concep- 
tion have been gradually revealed only during the second World 
War. It now appears that propaganda is not confined only to 
the German arguments or the techniques of disintegration, but 
that the news itself is subject to manipulation. And even now the 
extent of this manipulation seems to be rather underrated." 
While all governments occasionally use some of the methods to 
be discussed in the following pages, the National Socialist experts 
have welded into a system what for others was and is only an 
occasional way out of a difficulty. 

Hadamovsky’s views are clearly back of the plans contained in 
the Instructions. The document describes the devices to be used 
in some detail. The “German news interest’ it mentions con- 
cerns the market to be conquered. This conquest calls for special 
competitive techniques, of which the most important is manipu- 
lation of the prestige of credibility. The enemy’s prestige is to 
be attacked, he is to be discredited. As “enemy news sources,” the 
Instructions mention Havas and Reuter, and to a lesser extent 
the Associated Press. 

Various suggestions are made on how to limit the audience and 
influence of the two chief hostile agencies, especially in South 
America. We have already mentioned that propaganda espionage 
is projected. Other methods are thus described: 


“Headquarters will endeavor in future more strenuously and more 
frequently than hitherto to smuggle into the hands of hostile news 
agents ‘material’ and ‘announcements,’ the transmission of which will 
compromise these hostile news representatives. This material is se- 
lected here in such a way that not only, in every case, can its pub- 
lication be met by a denial but it can also be effectually and publicly 
refuted by thoroughly convincing counter-evidence. 

“The aim of this procedure is to make the general public doubt 
the trustworthiness of undesirable foreign news agencies and, above 


15 See Ernst Kris, “Mass Communication in Relation to the Government of other 
Countries” in Mass Communication and Democracy, edited by Douglas Waples 
(Chicago 1941). 
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all, to disturb as much as possible the relations between important 
foreign newspapers and the hostile agencies. 

“A leading newspaper which, for example, employs ‘Havas’ or 
‘Reuter’ as well as ‘United Press,’ as supplementary services, will al- 
ways be very much annoyed if a statement which it has published 
is flatly contradicted. It will undoubtedly, in the event of repetition, 
address a rather vehement protest to the news agency concerned, 
and by this means the relations between such a paper and the news 
agency may be gradually undermined. 

“In Brazil, for example, a report concerning alleged Brazilian in- 
ternal ‘affairs’ communicated by the ‘Havas’ agency in that country 
would serve this purpose. Such a report published in some foreign 
country which would be regarded in Brazil as detrimental to Brazil- 
ian prestige, would then, of course, have to be duly exploited by the 
German news officials in Brazil and circulated there with a suitable 
commentary. The result might then be that serious leading Brazilian 
papers, which employed the ‘Havas’ service, would sever their con- 
nections with ‘Havas.’ 

“Further, in addition to such deliberately arranged ‘announce- 
ments,’ all information from foreign news agencies which can be ex- 
ploited in the same way will in future be collected.”1¢ 


These statements seem to elucidate to a considerable extent 
German news policy in this war. The enemy is the same but the 
scene is wider: the action is directly concerned with the destiny 
of nations. Almost from the first day of the war, the news prestige 
of the Allies was unremittingly attacked. This was done in two 
ways. First, the efficiency of the German news organization over- 
shadowed the feeble endeavors of the Allies, who were inhibited 
by the unaccustomed interference of military censorship, thus se- 
curing to Nazi-made news predominance in the world circuit of 
headlines and picture pages. And second, there was direct attack 
on the news prestige of the democracies.'*? The race for veracity 


16 The devices for “planting” news are of a double nature. Not only may news 
issued by the centrally controlled German agencies create the “trouble,” but “official 
German representatives abroad and German confidential agents may, under certain 
circumstances, assist this project considerably by conveying into the hands of rep- 
resentatives of hostile news agencies, by cautiously selected and roundadout means, 
material and reports the publication and propagation of which would cause trouble 
in the country from which they emanate.” 

17See Kris, op. cit. 
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was Closely linked to the war itself. Every military success was at 
once translated into a success in the field of communication: in 
the Polish campaign, victory gave the lie to the enemy, who had 
said that “resistance continued.” In order to create more con- 
spicuous enemy lies, “plants” were used. It seems to be generally 
recognized by now that the news of British successes in Norway, 
announcing the recapture of Oslo, Bergen and Trondheim, cur- 
rent after the first days of the German invasion, was communi- 
cated in much the way described in the Instructions, from Ger- 
man agents in Stockholm to news agency correspondents. It was 
thus only natural that after the conclusion of the Norwegian 
campaign the German reports of military successes were followed 
by a full account of the victory which the German news services 
had scored over their foes. That such victories could be achieved, 
that the Nazi technique was successful, is not accidental. While 
news in a totalitarian state is a government communique, in the 
democratic world it is a commodity. The moment the German- 
launched news on British victories in Norway came over the wire, 
it made headlines in democratic countries. From the United 
States it reached the British Isles. Censorship there could not 
prevent its publication, since censorship applies only to news 
emanating from British sources; a denial from the military au- 
thorities was definitely unobtainable, because they feared that the 
hoax might be an attempt to discover their plans. Thus the news 
was duly reported in British mass communication, and the Ger- 
mans had scored their success: they had created “a new British 
lie” and inflicted upon the British a ‘‘news defeat.” 

This is not the place to describe more fully the function of the 
race for veracity in National Socialist wartime communication. 
From the viewpoint of 1933, which gave rise to a technique later 
developed with supreme virtuosity, it seemed important to in- 
crease German news prestige in order to gain the attention of a 
larger audience for the German cause. Such attention is required 
in order subsequently to submit to the audience those arguments 
which the propagandist chooses. 
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VI 

The general political aim which was to be served by German 
propaganda in the autumn of 1933 has been discussed. The 
methods with which Nazi arguments were presented, however, 
require some further consideration. The general principle is 
that whatever is discussed in the media of mass communication 
must be carefully adapted to its audience. It is clearly the aim 
of every propagandist to engage the interest of his audience and 
to make his arguments convincing, but the difference between 
ordinary methods of promotion and those advocated by the propa- 
ganda Instructions can be stated more exactly. In National So- 
cialist propaganda, consideration of the audience prevails over 
the subject matter in every case; any distortion is permissible if 
it serves the purpose. This is clearly a further consequence of 
the operational concept of truth expressed in Hadamovsky’s state- 
ments. It seems that the authors of the Instructions wished to be 
as explicit as possible in this respect, in order to make clear to 
their collaborators how far they might go. For the purpose of 
elucidation they chose a general problem which at the time was 
at the focus of their attention, not one related chiefly to the 
Americas. This was the problem of the German minorities, which, 
as the Instructions put it, necessitates “especially conspicuous” 
differences of presentation; it is discussed in relation to two coun- 
tries which were oppositely affected by it. At that time Italy was 
anxious not to have any claims concerning the German farmers 
in southern Tyrol brought forward, while Austria had never 
renounced these claims. Thus, the Instructions say, “the Italian 
Press cannot be expected to allow the publication of articles con- 
taining a categorical demand of restoration of all minority terri- 
tories to Germany and Austria respectively. . . . In Austria... 
this demand will be strongly emphasized in all articles on the 
minorities question submitted for publication in that country.” 
A secondary aim will be achieved by this policy if the articles are 
published without betraying their German origin. “Any tension 
between Rome and Vienna resulting from such a publication 
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can, under present circumstances, be only welcome to Berlin.” 

Considered in the light of the events of 1934, when Italy’s 
interest in the fate of Austria kept the totalitarian states from 
joining hands, the example used by the Instructions seems to 
throw some light on future German political action.1® The tech- 
nique of differentiation— “speaking with many tongues,” to use 
an expression of A. W. Sinclair’s‘*—has been developed with the 
greatest assiduity by National Socialist technicians. It is one of 
the paramount characteristics of German propaganda in this war. 
A significant example is American aid to Britain, as discussed by 
German propagandists in their English language broadcasts to 
Britain and the United States respectively. The essential argu- 
ment given to the British audience is that the United States is 
prepared to “fight to the last Tommy,” its objective being to pro- 
long the war in order in the end to “grab the Empire.” American 
listeners are given the impression that aid to Britain will pave 
the way to becoming once more a British colony.” 

Even more revealing is the differentiation of communications 
addressed to opposed groups within one audience. This applies 
to German propaganda talks for the British Isles. In these trans- 
missions, at hours when it was supposed that the listeners would 
be chiefly members of the working class it was said that the war 
would lead to further oppression of the workers; but at another 
hour of the same day, when the audience might be differently 


18 The question of minorities, in its application to the western hemisphere, is dis- 
cussed with caution. It is fully realized “. . . that the governments of Argentina, 
Brazil, Chile and other Latin American countries are anxious that the immigrant 
elements . . . should be gradually absorbed into the general population. As it is a 
case here of individuals who came to South America or North America voluntarily 
in order to start a new life, this assimilation is moreover effected with comparatively 
little friction or coercion, in contrast with the compulsory assimilation imposed 
upon the sections of German population forcibly detached from Germany.” In this 
difficult situation the intelligent “collaboration and if necessary the criticism of 
the official German representatives and confidential agents abroad” will be required. 

19See his The Voice of the Nazi (London 1940). 

20 Attempts to expose these differentiations of propaganda have of late been re- 
peatedly undertaken. The most convincing effort is a special program on propaganda 
analysis, “The Listening Post,” which was started early in 1941 by the British Broad- 
casting Corporation in its overseas transmissions. 
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composed, it was said on the same wave length that the war was 
dangerous for the middle class, since it would surely lead to a 
social revolution. We have ample evidence that the contradictions 
were not camouflaged, the assumption being on the one hand that 
each listener would believe what he wanted to believe, and on 
the other that some would be frightened by the idea that their 
opponents might be influenced by what they heard. 

Clearly such devices are deeply rooted in Hitler’s propaganda 
experience. He has applied them throughout his career: before 
his accession to power, when to German conservatives he de- 
scribed the imperialist aspect of his future Reich while to em- 
ployees he talked about the revolution; and afterward, on the 
international scene. Both the Instructions and methods of Na- 
tional Socialist wartime propaganda foilow that example. 


VII 


The differentiation of propaganda arguments naturally presup- 
poses that the audience has views of its own. ‘Applied national 
psychology,”’ says Ewald Banse, is ‘a weapon of war.”*! The In- 
structions touch upon this subject, and what they say deserves 
attention, since it shows a ceriain limitation of approach. In 
the United States and Canada, the Instructions say, ‘‘the war feel- 
ing is still strong and the German-American population has not 
by any means recovered full consciousness of its German origin 
and character. . . . In view of the far more rapid assimilation of 
German immigrants in North America . . . and in view of the 
fact that the Jewish influence in the public life of North America 
is far stronger than elsewhere” an especially careful procedure is 
advocated. 

In general, it is said, isolationist policy is to be supported and 
economic arguments are to be stressed. The people of the United 
States are interested in the solution of European problems “only 
in so far as they have recognized how seriously economic condi- 


21 Germany Prepares for War, a Nazi Theory of “National Defense” (New York 
1934) p. 351. 
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tions in the United States have been affected by developments 
since 1918.” The following more concrete points are made: First, 
France’s refusal to effect further war debt payments to the govern- 
ment of the United States “must be exploited . . . vigorously” 
in order to prejudice feeling in America against France. Second, 
any sort of propaganda should insist that the people of the United 
States will “‘be doing a better stroke of business from the point of 
view both of world politics and world economics if they support 
Germany’s foreign policy.”*? Third—a minor point—moral 
arguments may be used. In this sense “it can be urged that the 
United States should redeem the promise made to Germany by 
President Wilson. . . . There are certain not altogether unin- 
fluential circles around Senator Borah and others which have 
shown themselves susceptible to this line of argument.” Fourth, 
it should also “not be very difficult” to prejudice certain sections 
of the population of the United States against the nations of 
eastern Europe, and above all against Poland, because the Polish 
in America are by no means popular with the Anglo-Saxons. 
The general picture drawn of the Latin American audience is 
no more detailed. These countries did not take part in the first 
World War against Germany.** The main difficulty with which 
German agents will be faced is “the marked predilection of the 
upper classes . . . for France in spiritual, literary, and many other 
respects.” Through the study of an official French document on 
France’s treatment of Americans, full appreciation has been 
gained of the methods employed by France to strengthen these 
ties. The first aim of German propaganda is therefore to counter- 
act “all French influences.” It is, however, not so much a matter 


22 It is noteworthy that this line was stressed in Hitler’s interview with Wiegand: 
“{ am interested in America only in what we can sell you and what you buy from 
us.” Germany in 1933 was poor. After the Battle of France in 1940 the Instructions 
were literally applied in German propaganda directed to the United States: the idea 
of the new Europe as the greatest customer of America became a daily topic, and 
producers of goods from lard to steel were told how much German-dominated 
Europe would be consuming. 

28 That Brazil was Germany’s “enemy” in the last war escaped the attention of the 


Instructions. 
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of “influencing a population frankly and openly hostile to Ger- 
many”; the propaganda should be “pro-German rather than .. . 
anti-French . . . though of course the undercurrent of anti- 
French tendencies need not for that reason be any less marked.” 
Latin American hostility is not directed against Germany, for 
whose ill-usage considerable sympathy is felt, the Instructions 
say; rather is it against National Socialism. It is therefore essential 
that the new Germany should be stressed. The change “cannot be 
effected all in a moment, but should be effected gradually.” Only 
one general line of approach is indicated: appeal should be made 
to “the chivalrous sentiments” of the Latin American people. 

If one compares these few and rather superficial notes with 
the wealth of information German propaganda now reveals con- 
cerning national character—not only of Latin American coun- 
tries but also of the United States—one is led to assume that 
in this respect considerable progress has been made since 1933.74 
One may also assume that among those responsible for the In- 
structions men with training in party tactics prevailed over spe- 
cialists in foreign policy. This view could be supported by the 
fact that suggestions concerning the civil war aspect of propa- 
ganda in the Americas are made with greater ease and greater 
experience than those concerning the “national character” of the 
American peoples. 

The realization that Nazi propaganda abroad should be ideo- 
logical, that it should collaborate with anyone who is inclined to 
organize a movement on lines akin to National Socialism, is one 
of the leading ideas of the Instructions. Newspapers “with Fascist 
leanings, no matter what their importance, deserve preference.’’*® 
While the political attitude toward Italy was still doubtful in 


24It remains true, however, that the National Socialist propaganda experts’ ideas 
of what their audience is like are in some cases astonishingly vague. This is par- 
ticularly true where England is concerned, and may to some extent account for the 
failure of German propaganda to Britain even in the days of “phony” war. A certain 
general incapacity to comprehend the mind of democratic man and a special difficulty 
as far as the British are concerned are discernible. 

25 This is especially stressed in so far as Latin America is concerned. 
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1933, no such doubt was shown on ideological questions. ‘Every 
consideration is to be shown to any Fascist organization . . 
wherever such already exist. . . . However small their local sig- 
nificance at the moment, they are the natural allies of the new 
Germany. . . .” Fascist organizations, moreover, should open the 
way to contacts with the “leading circles within a country. They 
are for the most part in a position to procure for the German con- 
fidential agent valuable ties with certain politicians.” 

The Instructions especially emphasize that it is an aim of Ger- 
man political propaganda abroad to establish close personal con- 
tacts with members of the elite of the country. To men of 
prominence, “collaboration” should be made attractive “by finan- 
cial sacrifices.” It is particularly noted that not the circulation 
of a paper but its influence is decisive. There is one section of 
the population which, according to the Instructions, is especially 
fruitful for such attempts. “In all the different forms of German 
propaganda, it is of the utmost importance to appeal above all to 
the student group . . . and to influence them in favor of a Na- 
tional Socialist outlook on life. . . . According to information 
received here, students have recently, particularly in Latin Amer- 
ican countries, acquired a continually increasing political influ- 
ence, which must be exploited as far as possible.” It is only logical 
that German propaganda will turn from the students to their 
teachers, and thus attempt to gain access to those circles of the 
elite which, attracted by the prestige of German science and 
German scholarship, may be inclined to transfer their sympathies 
from the older Germany to that of the Nazis. The academic elite 
is thus spoken of by the Instructions: “It is equally important to 
win Over university professors in the same way [as the students], 
for they have of course a great influence on adolescent youth and 
also, as a rule, prove very susceptible to material inducements.” 

If one recalls the lesson taught by more recent experience with 
German exchange students and exchange professors in this coun- 
try, one may well admire the fruitfulness of the schemes laid 
down in the Instructions. It is significant that one of the chief 
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German radio propagandists in transmissions to the United States 
is well known in this country as a college professor. 


VIII 


Certain limitations of the Instructions are clearly connected with 
the political situation of 1933, most of all with the exaggerated 
opinion of French resistance to National Socialism, and others— 
for example, the lack of detailed information on the Americas— 
might hypothetically be related to the stage of preparation. One 
“omission’’ must be mentioned, however. Little account is taken 
of the fact that in the latter months of 1933 the National Social- 
ist Organization of the German minorities in the Americas was 
already in full swing. Few references are made to this subject. 
One says that German business men abroad must be urged to 
conduct their radio advertising preferably over such stations as 
have proved willing to cooperate with German propaganda. An- 
other reference is indirect: after mentioning that the German 
Consulate General in New York will be the center of German 
propaganda in the eastern states, it is stated that a well known 
publishing house “in New York is devoted to the cause and 
though there may be disagreements with this newspaper concern 
from time to time, these do not affect the basic relations; such 
disagreements may in certain cases be deliberate, in order to 
divert suspicion that the concern in question is in the service of 
Germany. The importance of this connection, however, is that 
not only control is gained over the two German language news- 
papers in New York, but also a nucleus of a well-camouflaged 
German propaganda is added.’’¢ 

The fact that little emphasis is laid on the organization of the 
German minorities, which was destined to become the corner- 
stone of German propaganda activity in the western hemisphere, 
and even that occasional doubts of their preparedness to collabo- 
rate are expressed, is astonishing only so long as one does not 


26 The name of the publishing house is given in the German original. Dell’s trans- 
lation omits names in this paragraph. 
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remember that the document emanates from the Propaganda 
Ministry in Berlin, while the organization of the German minor- 
ities was controlled by the Verein fiir Deutschtum im Ausland 
which, in turn, was affiliated to the party. While no detailed in- 
formation on the organizational status of this administration in 
1933 is accessible, the influence of the Propaganda Ministry seems 
to have been limited, apparently never going beyond supervision 
and coordination (see Appendix). The direct control rested with 
the party organization.**? Until 1937 the party organization for 
Germans abroad was officially “independent” of the government. 
In January of that year this pretense was dropped, but Herr 
Bohle was not then appointed to the Ministry of Propaganda; 
his activities were incorporated into the German Foreign Office 
and he thus was in a position—according to the London Times 
of August 23, 1937, quoting the Berliner Tageblatt—to announce 
his measures to German representatives throughout the world 
through diplomatic correspondence. 

This bureaucratic competition between the party, the Foreign 
Office and the Propaganda Ministry is deeply rooted: while 
Hitler’s concept of inculcation of ideas operates with two factors, 
elite organization and propaganda, German bureaucratic organi- 
zation has kept the two apart. Before the accession to power, 
Goebbels dealt only with the propaganda inside Germany. His 
task was to win supporters, not to educate the party elite. This 
division of functions continued after the accession to power, 
and was not limited to Germany only.”® 

Before attempting to summarize what is known about the 
organization which we believe was responsible for the Instruc- 
tions, we may well indicate what seems to be the strongest and, 
we believe, the main argument for their authenticity. If, in fact, 
the Instructions were a forgery—a forgery based on most ac- 


27 A significant example is German propaganda in South Africa, mentioned above. 
The agents investigating the possibility of using the distribution of advertisements 
in order to influence the press have to report to party organizations in Berlin. 

28 Goebbels’ concept of propaganda will be discussed by Hans Herma in detail in a 
study in preparation at the Research Project on Totalitarian Communication. 
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curate information—is it likely that they would have omitted 
the one point which was bound to raise the greatest apprehen- 
sions, that is, that in spite of all Hitler’s assurances the party 
organization was rapidly expanding wherever Germans had settled 
in the western hemisphere? This was at the time the topic of 
many American news stories; this was the one charge which the 
German authorities were busily engaged in counteracting. In 
particular the Nazi organization of German-Americans—who, 
the Instructions say, show only limited interest—was in the 
foreground of public interest. It seems hardly conceivable that 
a forger, whose intention could only have been to harm Na- 
tional Socialism, should not have used this point of approach.” 
There was only one organization that was likely not to stress this 
aspect, and that was Section vu of the Ministry of Public Enlight- 
enment and Propaganda in Berlin. 


IX 


The German Ministry of Public Enlightenment and Propaganda 
was organized on March 13, 1933, the day after the election of 
the new Reichstag. On June 30, 1933 a new statute was pub- 
lished, transferring the control of propaganda abroad from the 
Foreign Office to Goebbels’ new Ministry.*° That part of the 
work having to do with the foreign press was allocated to Section 
Iv, dealing with the press in general. The rest of the task was 
concentrated in Section vit. This section was entitled the “Propa- 
ganda Defense Section,” and was intended to counteract anti- 
Nazi propaganda abroad. It is in reality the center of the foreign 
service of German propaganda. 

A document describing the organization of this Section was 
published by Ernest Pezet, and has since been occasionally mis- 
taken for the Instructions discussed here. In order to make it 
accessible to the English reader, a translation is given in the 


29 For the extent of the news interest in Nazi politics in the United States in the 
autumn of 1933, see Ludwig Lore, op. cit. 

%0 For the following, see the publications by Hamburger, Pezet and Dell, cited 
above. 
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Appendix to this article.** It will be seen that this document 
contains the general plan of activity of German propaganda 
abroad: the Instructions develop its specific application. 

That the attention of the Ministry should already have turned 
to the western hemisphere in 1933 might be explained by Hitler’s 
personal interest. In reporting his conversations with Hitler, 
Rauschning relates in some detail Hitler’s views on the conquest 
of the Americas. According to Rauschning, “in the early summer 
of 1933 . . . a trusted leading member of the S.A. had just re- 
turned from South America,” and the interest Hitler showed in 
this man tallies in many points with the Instructions.** 

While it does not seem appropriate to discuss all such coinci- 
dences in detail, one of the topics of discussion deserves special 
attention. Hitler is supposed repeatedly to have stressed the fact 
that all propaganda activity in the western hemisphere, and 
especially in Latin America, would depend on appropriate per- 
sonnel. A similar concern exists in those who drafted the In- 
structions. The whole tone of the document is somewhat pedan- 
tic; one cannot help feeling that the reader is thought to be 
inexperienced. The neophytes who are supposed to be guided, 
however, are encouraged in various ways. The Instructions re- 
peatedly try to enhance the initiative of the propagandist abroad. 
They speak of “intelligent collaboration”; they invite “the crit- 
icism of the official German representatives and confidential 
agents abroad”; and speak of the necessity of “initiative and re- 
sponsibility” when “improvised measures” are required.** 


81 Parts of the German version will be found in Das braune Netz, op. cit., where 
October 9, 1933 is indicated as the date of release of this document. The heads of 
the Section since then have been Deman, Hasendhrl and, since 1939, a man with 
professional training in the foreign service, Consul General Koehn, former press 
attache at the German Legation in Buenos Aires. (See Hamburger, op. cit.) 

82 Hermann Rauschning, The Voice of Destruction (New York 1940). 

88 How the relation between the agents and the central authorities worked out in 
practice can be seen from the letter of the German propaganda attache, Hans 
Guenther von Dinklage, addressed to the Ministry of Propaganda in Berlin on 
March 23, 1934, from Paris. The lengthy document is published in Das braune 
Netz, op. cit., pp. 121-28. It shows the divergence of opinions between the central 
authorities and the worker abroad. 
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This call for a well blended mixture of independence and 
obedience may at first sight be considered as one of the typical 
transfers of military behavior to the propagandistic organization. 
It seems, however, that no tactical handbook for German officers 
nor any similar catechism had a direct influence: the immediate 
source may rather be found in some of Lenin’s writings, which, 
as we know, were carefully combed by the Nazi theorists. In his 
article on “Where to Start,” published in 1901 in Iskra, Lenin 
recommended a pattern of propaganda organization which seems 
to have had some influence, direct or indirect, on those re- 
sponsible for the Instructions.** He described in detail the neces- 
sity of establishing a network of confidential agents, who should 
be in contact with each other and informed about the situation 
in general. This is necessary, he states, in order to guarantee 
that at a critical time, or if faced with “‘surprises,” they should be 
in a position to continue unhesitatingly with their own work 
without losing initiative or elasticity of action. It might be re- 
membered here that according to the Instructions initiative will 
be required if a “surprising” decision is taken in German policy. 

The type of local organization herein envisaged has been closely 
imitated first by the local branches of the National Socialist party 
and later by the regional offices of the Ministry of Propaganda 
in Berlin.*® In the Instructions of 1933, however, we find an 
extension not only of the organization but also of the leading 
principles of what one might call the conduct standards of total- 
itarian propagandists. 

The problem of personnel and its training was not confined 
to the foreign service of Goebbels’ Ministry. Shortly before the 
organization of the Ministry, Goebbels, according to his own 


34 See Lenin, Agitation und Propaganda (Berlin 1929) p. 20 ff. The question whether 
the coincidences are causal or are to be explained by convergence is not as yet 
settled. I personally am inclined to believe in the causal nature of the relationship. 

85 The organizational model was in many cases that of the German Social Demo- 
cratic party. How far this model was directly influential, how far it had passed 
through the filter of Italian Fascism and how far similar aims had led National 
Socialist party organizations to adopt methods similar to those of the democratic 
organization, is difficult to estimate. 
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This call for a well blended mixture of independence and 
obedience may at first sight be considered as one of the typical 
transfers of military behavior to the propagandistic organization. 
It seems, however, that no tactical handbook for German officers 
nor any similar catechism had a direct influence: the immediate 
source may rather be found in some of Lenin’s writings, which, 
as we know, were carefully combed by the Nazi theorists. In his 
article on ‘Where to Start,” published in 1901 in Iskra, Lenin 
recommended a pattern of propaganda organization which seems 
to have had some influence, direct or indirect, on those re- 
sponsible for the Instructions.** He described in detail the neces- 
sity of establishing a network of confidential agents, who should 
be in contact with each other and informed about the situation 
in general. This is necessary, he states, in order to guarantee 
that at a critical time, or if faced with “surprises,” they should be 
in a position to continue unhesitatingly with their own work 
without losing initiative or elasticity of action. It might be re- 
membered here that according to the Instructions initiative will 
be required if a “surprising” decision is taken in German policy. 

The type of local organization herein envisaged has been closely 
imitated first by the local branches of the National Socialist party 
and later by the regional offices of the Ministry of Propaganda 
in Berlin. In the Instructions of 1933, however, we find an 
extension not only of the organization but also of the leading 
principles of what one might call the conduct standards of total- 
itarian propagandists. 

The problem of personnel and its training was not confined 
to the foreign service of Goebbels’ Ministry. Shortly before the 
organization of the Ministry, Goebbels, according to his own 


84 See Lenin, Agitation und Propaganda (Berlin 1929) p. 20 ff. The question whether 
the coincidences are causal or are to be explained by convergence is not as yet 
settled. I personally am inclined to believe in the causal nature of the relationship. 

85 The organizational model was in many cases that of the German Social Demo- 
cratic party. How far this model was directly influential, how far it had passed 
through the filter of Italian Fascism and how far similar aims had led National 
Socialist party organizations to adopt methods similar to those of the democratic 
organization, is difficult to estimate. 
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statement,** discussed it with Dr. Funk, the newly appointed chief 
of the government press service. In a conversation on February 
5, 1933, it was decided that the Ministry should in its organiza- 
tion closely follow the example of the central propaganda office 
of the National Socialist party. The organization did not at first 
function without difficulties. The two sets of experts, the old 
ones with full civil service training and the new ones with party 
training, did not work smoothly together. In some of Goebbels’ 
speeches in these months we find references to severe disciplinary 
measures he was prepared to apply, should he meet with resist- 
ance or carelessness in his subordinates. But it seems that these 
measures had an intimidating effect on the determination of some 
of the new propaganda specialists. At any rate, the Instructions 
discuss the problem expressively: in cases where “improvised meas- 
ures” are required, the Ministry will not, it is said, be harsh in 
its judgment, and representatives abroad need “not therefore in 
such cases be afraid of being made answerable for minor errors 
of presentation.” 

Remarks of this kind would indicate that those who were 
responsible for the Instructions were not among the civil servants 
from the Foreign Office who had joined Goebbels’ Ministry after 
June 1933; they seem rather to be experts with party training. 
This is also indicated by the wording of the document, which 
shows no trace of foreign office or, for that matter, of any other 
bureaucratic tradition. The Instructions are by no means clearly 
organized. They are repetitive, and the style is rather more 
forceful than will appear from the choice of quotations given 
here. In reading the original one gets the feeling of a spoken 
rather than of a written communication, and it still shows the 
scars of drafting and redrafting. The sequence of thought in itself 
seems to reveal “the party”; the way in which the two parts, the 
political guidance and the tactical instructions, are knit together 
takes us directly into the environment of higher “revolutionary” 
education. A doctrinary atmosphere prevails. 


36 Joseph Goebbels, Vom Kaiserhof zur Reichskanzlei (Munich 1934) p. 246. 
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The intimate relationship of the Instructions to the National 
Socialist party and its propaganda tradition established in the 
years of conflict on the home front can, we believe, be clearly 
established if we relate the tactical devices recommended by the 
Instructions to some of the main principles determining National 
Socialist propaganda in general. Three such principles may be 
discussed here. 

The first concerns the submission of propaganda to the routine 
of advertising. Propaganda is not to be conducted in a haphazard 
manner: it should be centralized in order to make campaigns 
possible. “In response to a code word transmitted from head- 
quarters, there should be initiated in all civilized countries a 
propaganda similar in import but varied in form, directed to 
achieve a definite end.” The idea is followed up in detail. The 
code word sets the apparatus of the local organizations in motion. 
Previously prepared material is distributed locally, organized 
according to the usual standards of repetition and variation, in 
what we should like to call “civilian promotional techniques.” 
The model of advertising had a decisive importance for the de- 
velopment of German propaganda. It has never, since it was first 
pointed to by Hitler, been lost sight of by German _ propa- 
gandists. 

Second, in counteracting the enemy’s influence—the competi- 
tor for the market is, tc the Instructions, the enemy—a high de- 
gree of activity is advised. This is best illustrated with reference 
to news policy. It is important, the Instructions say, “to gather 
information from hostile agencies.” The most valuable informa- 
tion is of “announcements which are . . . destined for the press 
of the following day.” If that can be procured, German news 
policy has its chance. These announcements, “if their contents 
are known, may be promptly counteracted by German news 
agencies. In some such cases it has been possible to arrange that 
morning papers publishing such tendentious announcements con- 
tained simultaneous refutations received through the German 
service.” This is only an example. The speed of action has to do 
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with a more general principle: it is part of the increased activity 
which in itself may impress the audience. 

Third, not only do the Instructions insist on individual initia- 
tive in the agents abroad, but their general attitude is also clearly 
prescribed. It must be an attitude of utter determination. If the 
government in Berlin makes surprising decisions, then “there can 
never be any question of excusing such decisions. . . . In such 
cases one must always proceed from the assumption that the whole 
development was a logical and inevitable result of the conduct of 
the other side. The blame for the failure of any unexpected devel- 
opment must be laid to the other side, and the action of the Reich 
Government must be represented to foreign countries as quite a 
matter of course.” 

Behind these words we can easily detect a logical structure. The 
strategic principle of attack as the predominant method of prop- 
aganda is here clearly expressed. It is the method which Hitler 
advocated in Mein Kampf, and which political practice in Ger- 
many since that time has consistently pursued. Finally the idea 
that every invaded country had intended to attack Germany has 
become a stereotype. It is impossible to decide if Nazi propaganda 
experts consider whether their arguments will be believed even 
by the German people. The view they take is obviously “aggres- 
sion first.’” Aggression first in this sense implies that the attitude 
of the strong against the many, the determined leader before the 
uncertain crowd, as described by Le Bon, wiil be successful.* 

In inquiring whether Goebbels’ denial of the authenticity of 
the document should be considered convincing, we have at- 
tempted to submit the material and to comment upon it on vari- 
ous levels. The decision rests with the reader at the present stage 
of information. But the fact will remain that one who has lived 
through the experiences of the last eight years will not learn any- 
thing new from the Instructions now. He will, however, find 
some clear formulations. The document shows the apparatus and 
organization of German propaganda, describes its tactics, is in 


87 See Ernst Kris, “The ‘Danger’ of Propaganda,” American Imago, vol. 2 (1941). 
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agreement with its theories; and the cynicism which it exhales 
is familiar. The world which the Instructions describe has grown 
in magnitude. Not only have the aims which those who drafted 
the Instructions had in mind been achieved, but all they ever 
expected to achieve has been surpassed. Might we not say that 
those who did not at an early date wish to realize the danger of 
Nazism, may to some extent have been identical with the skeptics 
who did not believe in the authenticity of these Instructions? 
In fact, was their attitude anything but another example of that 
mechanism which psychoanalysis calls the denial of reality? Was 
it not the refusal to see Hitler for what he is which may have 
driven our document into virtual oblivion?** 


388 All this would hold good even were the document as published by Le Petit 
Parisien compiled for the purpose of warning the world. Its author would have had 
to be one of the men best acquainted with the plans and methods of German propa- 


ganda. 
(New School Graduate Faculty Research Projects) 


APPENDIX 


THE ACTIVITIES OF SECTION VII OF THE 
MINISTRY OF PUBLIC ENLIGHTENMENT 
AND PROPAGANDA IN BERLIN? 


“One section—to be called Section vu—is organized within the frame- 
work of the Ministry of Information and Propaganda. It is divided 
into twelve regional sub-sections (Laenderreferate) under the collec- 


1The document which was published in French by Ernest Pezet, op. cit., p. 509, 
bears the heading: The Ministry of Information and Propaganda, Berlin, W. Wil- 
helmsplatz, VII—/7070/Ke. A part of the German version is published in: Das 
braune Netz, op. cit. No German denial of the authenticity of this document has 
ever been brought forward. Other parts of Pezet’s book are, however, quoted with 
approval by Otto Dietrich, one of the highest officials of German propaganda, in 
his Weltpresse ohne Maske (Berlin 1937). 
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tive title of ‘defense’ (Abwehr). Its task is to counteract lies and 
atrocity stories. Section vu has deliberately chosen the title of ‘De- 
fense’ as being sufficiently general to permit the Section to play as 
inconspicuous a role as possible both in public and in the press. 

“This Section will keep abreast of the political and economic atti- 
tudes [sic] in foreign countries through a systematic study of the 
regular foreign press, as well as of the German emigrant press, by 
means of reports sent in by German missions in foreign countries 
and by its own agents. 

“Furthermore, influential circles and foreign newspapers will be 
supplied with information concerning all current political and eco- 
nomic questions in Germany through the intermediary of existing 
organizations. A special organization will take charge of the distribu- 
tion of these documents. 

“Section vil will not limit itself, however, to denying the lies and 
the atrocity stories that are told in foreign countries, nor to the dis- 
tribution of documentation. Its most important task will be to render 
the patrimony of National Socialist ideas intelligible to foreign coun- 
tries, by acquainting them, in a manner adapted to their mentality 
and ideas, with the Fuehrer’s most exalted thoughts, as expressed in 
his speeches, and with the public declarations of leaders of the Na- 
tional Socialist movement. 

“The documentation—to be worked out in the form of pamphlets 
and articles by qualified authors and newspapermen—will be trans- 
lated into the principal languages and transmitted to our missions 


and agents in foreign countries for subsequent distribution. It will- 


be incumbent on these missions and agents to decide whether they 
will use this literature officially or in some other way. 

“The task of Section vi is not only to supply foreign countries 
with speeches and papers of leaders, translated into the respective 
language of each country. The prodigious mass of creative ideas which 
characterize them must be properly interpreted and made accessible 
to foreigners. It is particularly important, in this respect, to have 
foreigners of note, who have given proof of an objective attitude 
and of literary talent, help us in such a way that National Socialist 
ideas may be rendered intelligible to foreigners by means of im- 
partial reports drawn up with skill and critical ability. 

“This task will be carried out with the cooperation of important 
persons whose names and qualities are universally respected. They 
exercise a direct influence on public opinion within the framework 
of this propaganda. 
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“At the same time the Section will devote all its efforts to recon- 
quering the high esteem in which Germany was formerly held in the 
entire world in the domain of the arts and the sciences, an esteem 
which she lost during the fourteen years since the war. In this con- 
nection, it will be necessary to obtain the support of important people 
in all intellectual spheres, both in Germany and abroad, and to use 
them in the service of our propaganda. 

“The worldwide respect which Germany formerly enjoyed in all 
cultural spheres must be restored by means of lectures, exhibitions 
of art, concerts, theatrical performances, movies, etc. Economists and 
well known scholars, as well as persons of the first rank in the world 
of the arts and sports, will be solicited. ‘The Section will also organize 
travel-tours in Germany for foreigners of note, who will thus be able 
to observe life and events in Germany. 

“Foreigners will thus see what a high level our theatre has attained. 
They will know what is taught in our universities, and will thus 
realize that Germany can perfectly well do without a professor Ein- 
stein. 

“The Section will also follow up and watch over the work of 
German organizations abroad, so that it may intervene, if necessary, 
and preserve unity of direction in so far as it is possible. The Ministry 
of Information and Propaganda will, in any case, issue instructions. 
All services under its orders are to cooperate in the execution of 
these instructions. 

“It is undeniable that this kind of propaganda will be of the 


‘greatest usefulness to German foreign policy.” 











THE SPIRIT OF THE SOLDIER AND 
NAZI MILITARISM 


BY ALBERT SALOMON 


“Germany wants to simplify life, Germany’s 
simplicity is that of the neurotic, not of the 
primitive. ... She wants to destroy and sim- 
plify; but it is not the simplicity of the ascetic 
which is of the spirit, but the simplicity of the 
madman that grinds down all the contrivances 
of civilization to a featureless monotony. The 
prophet wants to save the soul of his people, 
Germany wants to rule the inanimate corpse of 
the world.”—John Buchan 


Tue rise of the totalitarian parties has often been a subject of 
sociological analysis. Some of these analyses have stressed eco- 
nomic class-relations and imputed the movements to capitalists 
in despair or to the lower middle classes. These interpretations 
are unsatisfactory because they neglect the political frame in 
which economic conflicts reach revolutionary strength. Among 
political groups which have largely contributed to the destruc- 
tion of constitutional states, the army has played a considerable 
role, varying in character in the different totalitarian countries. 
In Spain the army was the central force in organizing the enemies 
of a progressive democracy and in sweeping them into a revolu- 
tionary fascist movement. In France the professional military 
groups, in particular the officers of the active army, sabotaged 
first intervention in Spain, and second the defense of France 
itself: the moral attitude of the highest staffs, their lukewarm 
patriotism for a progressive and social democracy, undoubtedly 
contributed to the defeat. These groups, to a large extent of 
feudal extraction and royalist spirit, had changed their resent- 
ment of democratic institutions into a fascist hatred of all parties 
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of reform and progress. They preferred France to Hitler, but 
Hitler to Léon Blum. Their political opposition overshadowed 
their professional pride and honor.’ In Germany the army had 
supported, secretly or overtly, all nationalist and antirepublican 
movements which favored a military revolt against the Treaty 
of Versailles. 

These attitudes indicate a general phenomenon in historical 
developments: armies are an integral part of the social constitu- 
tion. Military and social institutions are interdependent and in- 
fluence each other. Progress and change in military tactics have 
continuously determined the structure of political constitutions. 
The thesis is remarkably illustrated in the rise of new military 
tactics, as in the use of the Greek hoplite and the Swiss infantry 
columns, which made new political constitutions possible. The 
heavy-armed hoplites, fighting in large masses as free and self- 
equipped citizens, accompanied the spread of democratic institu- 
tions in antiquity, abolishing the aristocratic regimes of nobles 
who fought on horseback or in chariots. The rational infantry 
tactics of the Swiss mercenaries made possible the destruction 
of feudal societies and the establishment of absolutistic constitu- 
tions, for as soon as a monarch could acquire by taxation the 
economic resources to hire these new infantry mercenaries, he 
could free himself from his dependence on the feudal military 
classes. The rise of the constitution of absolutism has rightly 
been described as the socialization of the military and adminis- 
trative means of production.? Besides the impact of military tac- 
tics on social constitutions, the peculiar forms of organization 
have repercussions on the social structure. On the other hand, 
the standards and behavior patterns of society have a bearing on 
the conduct and attitudes of the army. 

It is of highest importance for the survival of free and demo- 
cratic republics that their armies consist of free and nonprofes- 


1Hans Habe, A Thousand Shall Fall (New York 1941). 
2 Otto Hintze, “Wesen und Wandlung des modernen Staates,” Sitzungsberichte der 
Preussischen Akademie der Wissenschaften, vol. 30 (1931) p. 5. 
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sional citizens, that military service is a natural aspect of demo- 
cratic life and that military and civil virtues are identical. As 
long as the Athenian and Roman wars were fought by citizen 
armies and navies, the republic was not in danger as a constitu- 
tion, whatever the domestic conflicts may have been. But as soon 
as the free citizen was no longer capable of providing for his 
equipment and of spending years in the army, while his property 
went bankrupt, the development of professional armies was in- 
escapable. Machiavelli was well aware of the political conse- 
quences of professional armies to a republic. In various petitions 
to the republic of Florence he implored his fellow citizens to 
introduce a kind of selective military conscription or militia, 
according to the pattern of the Roman republic. A citizen army 
would keep Florence from falling victim to the ambition and 
greed of mercenaries. Logically, these military entrepreneurs are 
forced either to prolong wars to the utmost, because peace is dis- 
astrous to their business, or to make themselves the rulers and 
tyrants of the urban republics whose employees they have been.® 

Mercenary armies and political tyrannies are interdependent 
in times of social conflict and disintegration. The origins of the 
Roman principate illuminate the thesis that professional armies 
abolish republican constitutions if the ruling elite is paralyzed 
by antagonistic interests. When the Gracchi raised the problem 
of domestic reforms in order to maintain the power of the self- 
equipped farmer citizens, the ruling aristocracy was split. Re- 
actionary groups refused to make any economic sacrifice, while 
the progressive groups and the déclassés of the nobility cooperated 
to reestablish a centralized and unified government. In this situa- 
tion revolutionary changes were brought about by ambitious 
men using the posts of Roman magistrates to get command of 
the armies. They misused the allegiance of their armies to over- 
throw the republic and to establish the regime of their followers 
under army protection. The principate was the constitution of 


8 Machiavelli, The Art of War; and Reports on military affairs for the republic of 
Florence. 
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a military tyranny, hardly disguised as the continuance of the 
republican institutions, while the princeps united the functions 
of a military chief and a democratic tribune of the people. In 
the institution of the new senate, creatures of the new rulers, 
such as officers, adventurers, profiteers, opportunists and career- 
ists, adjusted to the requirements of a despotism that rested on 
the good will and satisfaction of the army. The past nobility was 
slowly abolished.‘ 

This “Roman Revolution” illuminates the typical and indi- 
vidual trends of military behavior in the ancient and modern 
world. In either case, when a society is in inner conflict the army, 
as the most integrated and planned element, uses its power for 
the establishment of regimes of military force which provide for 
an elaborate system of security, order and continuity from within 
and without. In Rome the armies established new constitutions, 
created the tyrants and murdered them. Their generals used the 
legal frame of reference to fill it with loyal adherents, and 
awarded to them the honors and spoils of the conquest of power. 
In the background, the organized military machine eventually 
acquired control of the administration of the empire. The Roman 
armies demonstrated the rule that in a highly stratified and cul- 
tured society that group will prevail which has the monopoly 
of violence and physical force. In modern times the interference 
of the armies in social conflict, although highly significant in 
the present crisis, gives a quite different picture. In modern states 
there is a framework of professional officers and noncommissioned 
officers, with the bulk of the armies drafted for one or three years. 
For this reason it is impossible to use these armies as the Romans 
were used. Furthermore, the development of modern industrial 
societies and their potential of rational organizations, the growth 
of social consciousness and the rise of political religions, have 
made it possible to organize and arm revolutionary masses apart 
from the professional armies of the state. From the French Revo- 
lution on, the masses organized themselves. They were no longer 


*Ronald Syme, The Roman Revolution (Oxford 1939). 











86 SOCIAL RESEARCH 
an element to be used by a few politically ambitious factions of a 
ruling society. These revolutionary groups were fighting their 
own battles with military weapons, and they challenged the mili- 
tary institutions of the state. After carefully analyzing this mod- 
ern development, J. Burckhardt, an expert in the history of the 
Roman empire, frequently remarked that in the forthcoming 
clash between the forces of radical society and the power of a 
centralized and militarized state the armies would not play the 
role they had in the decline of Rome. In the modern disintegrat- 
ing world, demagogues who unite the most radical and milita- 
ristic claims with “the talents of a noncommissioned officer” will 
establish a tyranny with their private armies, more terrible and 
cruel than anything the world has ever seen.® 

These introductory remarks indicate the sociological back- 
ground which is indispensable for a correct interpretation of the 
contemporary crisis. For the analysis of the modern scene, the 
case of the German army is the most radical and the most com- 
plex. It contains most of the general and recurrent patterns of 
military conduct, and is likewise a specific expression of the Ger- 
man situation. Paradoxically, the German army has destroyed 
its social function and dignity in smashing the state and bringing 
into power a military corporation, similar and antagonistic to 
the traditional army. This problematic development in European 
history resulted, to some extent, from the military clauses of the 
Treaty of Versailles. They too present a historical paradox. Al- 
though French and British military writers had been aware since 
1917 that under the conditions of mechanized warfare an efficient 
army should be a professional one of highly skilled and trained 
experts in handling the new machines, the Treaty of Versailles 
forced the Germans to build up just such a professional army. 
This was really an army of mercenaries. The Treaty provided 
that it be limited to 100,000 men and that, in order to prevent 
the training of an army of reservists, privates must enlist for a 


5 J. Burckhardt, Gesammelte Werke (Basel 1931), vol. 7, pp. 371, 378, 412; Aus- 
gewdhlite Briefe (Leipzig 1933) pp. 128, 207, 246, 279, 312. 
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term of twelve years and officers must serve twenty-five years. 
This new military constitution was much more revolutionary 
than the Weimar Republic. The new regulations and organiza- 
tion were in themselves an element of disintegration in the new 
republic. 

A professional army, logically, will be inclined to consider its 
own position in relation to the state as one of critical distance— 
it always will be a state within the state, a planned and rational 
society in face of the modern democracy struggling toward the 
right way of planning social institutions. This formal element of 
distance was emphasized by the social implications of the new 
army’s personnel. Its officers were all members of the former 
Prussian army, that is, Junkers, educated in the traditions of 
a military ruling class; even the privates were carefully selected 
according to their physical and mental health. In this case mental 
health meant, as the records of the Reichstag show, a reliable 
conservative or antirepublican spirit, or at least no connection 
with the left-wing parties of the republic. This social composi- 
tion of the Reichswehr sheds light on the new ethos of the army. 
In the Prussian army before 1914, the moral principles of the 
officers were those of loyalty to the king as the supreme war 
lord. The king was never considered as the representative of the 
unified nation or of the constitution. It is the specific feature of 
all semifeudal armies that they set the ruler above the constitu- 
tion. Semifeudal are such armies as the French, Spanish and 
German, where in spite of all constitutional progress, the past 
feudal classes are in possession of most positions in the higher 
ranks. 

This allegiance to the king or emperor can easily and rightly 
be understood as the solidarity of vested interests. There is no 
doubt that the social and economic interests of the military no- 
bility were secured by the institution of the monarchy. This 
fact, however, is not enough. The Junkers, a group of military 
professionals and of nobility of office, considered the monarch 
as the indestructible feature of the military foundations of the 
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regime. It is true that the Prussian monarchy was, more than 
any other in Europe, the product of cooperation of the mo- 
narchical institution with a nobility of the sword, a privileged 
group by office rather than by birth or fortune. The Prussian 
kings and their armies continued this close relationship in spite of 
all constitutional changes. This residuum of a pseudofeudal re- 
lationship between lord and vassal, the army’s praise of the 
honor and dignity of service, lasted as long as the monarchy 
survived. 

The military defeat and the undignified breakdown of the 
monarchy shattered the moral and political principles of the 
military elite which entered the service of the republic. The de- 
feat was a professional humiliation after a century of victories. 
The collapse of the social system jeopardized their social prestige, 
their vested interests in the civil and military administration and 
their economic interests in their vast rural property. The shock 
of the breakdown is best indicated by the stab-in-the-back theory: 
the shifting of responsibility for military defeat to the civilian 
population, a very serious indication of the loss of the military 
spirit in accepting a defeat. This hostile attitude toward the 
civilian groups which constituted the new republic made it pos- 
sible to isolate the army and to surround the secret rearmament 
with a spirit of conspiracy. We must further take into considera- 
tion the fact that many young officers were shaken in their be- 
liefs, standards and principles by the social and political catas- 
trophe to their groups. They combined their resentment of the 
capitalistic world with hatred of the bourgeois-democratic repub- 
lic of the defeat, and praised ideas which had been called national 
bolshevism. This attitude. might be called Catilinarian, the revo- 
lutionary attitude of déclassés. Their typical revolutionary prin- 
ciples are very plain. They aim at a military despotism to exploit 
the wealthy classes. The self-isolation from society, the elements 
of conspiracy and Catilinarianism created an ethos centered 
around their professional honor, much like that of the profes- 
sional warrior of the mercenary type. 
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These three elements of disintegration spread throughout the 
army and opened the way for support of all antirepublican, 
nationalist movements, in particular of the Nazi party. The 
change in the political ethos was accompanied by a similar change 
in the professional ethos. Even during the last war the patterns 
of mass armies had already been considerably transformed by 
new tactical-technical devices. The new type of shock troops pre- 
sented the first military example of a thoroughly industrialized 
and mechanized world. Their position was that of an elite of 
highly trained specialists, skilful in handling mechanized weap- 
ons of attack, selected for special tasks and rewarded by special 
and privileged treatment during their training periods behind 
the front. They considered themselves the elite of the army, 
superior to the masses in the trenches, a communion of daring 
warriors whose common ventures had completely abolished the 
distance between private and officer, and had created comrade- 
ship.® The institutionalization of these groups became the main 
concern of the professional army after the war. The whole army 
was trained in handling all kinds of weapons. All soldiers were 
taught that cooperation between these modern weapons was the 
prerequisite of success. This professional ethos was close to that 
of a gladiator, a man who constantly trains for the highest effi- 
ciency in face of imminent death. This army of engineers and 
technical experts could easily lack the spirit of patriotism or 
the moral sense of devotion to country and society. They revived 
the ethos of the professional warrior, whose highest ideals were 
victory for the sake of his own interests. 

All these changes in the social and professional principles of 
the army made it possible to support the nationalism and mili- 
tarism of the totalitarian parties. There is still another element 
in the totalitarian movements which made them attractive. ‘The 
army had been the first during the first World War to establish 


® Hans Ernest Fried, “The Demobilized Career Officer and the Rise of National 
Socialist Militarism in Germany” (unpublished monograph prepared in connection 
with the Peace Research Project of the Graduate Faculty). 
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a completely planned society for the ends of war. Experience 
in the interdependent industrial world had shown that under 
modern conditions the highest social and military efficiency can 
be attained only if total planning for victory has been estab- 
lished. This was one reason for the army to favor a totalitarian 
movement which promised at least to give it an opportunity to 
recover its honor. In supporting this movement, the army made 
possible the overthrow of the republic: it was not aware that it 
forfeited its social function and dignity in so doing. This indeed 
happened, and is vaunted by the Nazis as a positive accomplish- 
ment of their revolution. 

The political institution of the state was based on the division 
of labor between state and society. The development of consti- 
tutional and democratic forms of government had increased the 
tasks imposed on the state; on the other hand, it had extended 
the sphere of civil rights to social and economic strata. It was 
the general trend of democratic evolution to reestablish the 
unity between state and society in a true democracy of free cit- 
izens. Politics cannot be thought of but as the establishment of 
legal rules to make possible the continuity and peaceful settle- 
ment of human cooperation. From Solon singing of the blessings 
of urbanization down to the fathers of the American constitu- 
tion, responsible thinkers have been conscious of the inviolable 
unity between law and politics. The Nazis, and totalitarian parties 
in general, have destroyed all these ideas. They have abolished 
the sphere of politics and established their rule as a military cor- 
poration. It is this factor which created the problematic situation 
of the army. There is no longer a conflict between state and 
society or between social classes, but there is continuous tension 
between the vested interests of two military groups. The phases 
of the conflicts cannot yet be traced completely. It is probable, 
however, that under the conditions of war and the British peace 
aims, the antagonistic groups will merge and combine their efforts 
to escape a defeat. 

In this context, it is relevant to point out that the army did 
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not lose only its specific social dignity in competing with other 
military institutions such as the Black Guards and the Storm 
Troops and the Gestapo. The influx of the Nazi spirit into the 
army put an end to the surviving ideas of fair play and amor fati, 
the love of destiny, among the professional soldiers. For example, 
a Nazi flier tells of reading Udet’s account of his combat during 
the first World War with Guynemer, the pride of the French air 
force. Udet’s machine gun jammed, and the Frenchman, seeing 
the enemy defenseless, retired without taking advantage of his 
plight. The comment of the Nazi is extremely revealing. He re- 
marks with disapproval that the incident made a deep impres- 
sion on Udet, who appreciated such chivalry. “As for me, I am 
not in the least impressed. To hell with chivalry.”? This contempt 
for the attitude that combat is a game between gentlemen is 
the result of Nazi education. It corresponds almost literally to 
Hitler’s verdict on knighthood. “Generals want to behave like 
chivalrous knights. They think war should be waged like the 
tourneys of the Middle Ages. I have no use for knights. I need 
revolutionaries. I have used the doctrines of revolution as the 
basis of my policy.’® 

Thus the spirit of this military corporation is illuminated. 
There is no game of politics or war; there are no longer rules for 
conduct between Nazis and non-Nazis. As the master race, the 
Nazis are entitled to any violence and coercion to establish and 
verify the empirical fact of their superiority and uniqueness. 
There are many cases to support this thesis. British fliers, as mili- 
tary gentlemen, offered a cigarette to a Nazi flier taken prisoner 
in combat over England—after the game is over, gentlemen are 
accustomed to respect each other. The Nazi flatly refused the 
cigarette and shouted, “I want nothing from murderers and liars! 
Heil Hitler!’”” The same flier had introduced himself, “I am a 
German officer. Treat me well, or I shall see that I am avenged.” 
After he had been taken away, one of the British fliers remarked, 


7 Gottfried Leske, I Was a Nazi Flier (New York 1941) pp. 351, 447. 
8 Hermann Rauschning, The Voice of Destruction (New York 1940) p. 11. 
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“There must be something wrong with a nation that breeds ’em 
like that.”® The assumption of a natural and self-evident superior- 
ity which has nothing in common with the enemy is a recurrent 
feature of the Nazi, quite different from the gentleman spirit of 
the officers corps of the former Prussian army in action. These 
officers had the highest respect for a worthy enemy who served 
his prince or his country as did they themselves. 

The Nazis introduced a new-old ideal of the unleashed warrior 
knowing only his right to dominate and the duty of the world to 
be dominated by him. Nothing illuminates this state of mind 
more clearly than the comment of a Nazi flier on the news that 
the Netherlanders were shooting at parachutists with machine 
guns and rifles. “It’s a rotten, beastly business, shooting at de- 
fenseless parachutists. Typically Dutch. I think it’s not according 
to international law anyway.’ In different shades this attitude 
occurs time and again in reports from the French campaign. 
Religious exaltation is not absent. A Catholic priest told the story 
of a dying soldier who refused any religious comfort but asked 
for a picture of the Fuehrer. The same pseudoreligious fanaticism 
is manifest in the Nazi prisoner who chose to die rather than 
have a blood transfusion with the blood of a “polluted French- 
man.’’ All these things betray an attitude alien to the moral and 
intellectual principles which have protected and sheltered the 
unity of humanity above all possible conflicts. The men of this 
new military corporation do not recognize that their opponents 
or enemies are in the same position as themselves, namely with 
a loyalty to their own moral ideas and responsibilities. ‘Their 
creed makes it impossible to recognize the moral and spiritual 
principles of those who do not share in their belief. Such dis- 
believers are all outcasts faced with annihilation or domination. 
For this reason it is worth while to scrutinize closely the mili- 
tary principles on which the Nazi ideal is built. 


*Keith Ayling, R.A.F. The Story of a British Fighter Pilot (New York 1941) p. 
152 ff. 
10 Leske, op. cit., p. 157. 
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All totalitarian countries are organized according to the mili- 
tary principles of leadership, discipline, obedience and command. 
In all spheres of life these military relationships are recognized 
as normative. In the educational institutions of the Hitler Youth 
and in the castles of the elite, the technical and psychological 
requirements for obedience and command are practiced and in- 
doctrinated in the most cynical and ruthless way. In the economic 
stratum the relationships between worker, foreman and manager 
are supposed to be those of soldier and officer. 

A careful analysis of the military virtues as praised by the Nazis 
will clarify the specific character of their military spirit. The 
continuous emphasis on discipline, obedience, sacrifice and loy- 
alty as fundamental virtues of the military corporation that is 
called the Nazi party is the clearest evidence of the confusing 
ambivalence of these terms. 

All these qualities are not in themselves moral requirements. 
They may apply to the conduct of a gang of outlaws as well as 
to an army of soldiers. The efficiency of every violent action de- 
pends absolutely on centralized command and strict execution. 
For this reason, discipline and obedience are primarily technical 
requirements that are valid for any kind of training, without 
any moral implication. Discipline is not a value in itself. It may 
be a technique for the practice of brutality; it may likewise be a 
technique for attainment of the mystical values of Yoga philos- 
ophy. Burke has stressed the ambivalence of discipline and its 
correlate of license in an analysis of the Jacobins which fits the 
totalitarian revolutionaries surprisingly well: “They disgrace men 
in the entry of life, they vitiate and enslave them through the 
whole course of it, and they deprive them of all comfort at the 
conclusion of their dishonored and depraved existence. Endeav- 
oring to persuade the people that they are no better than beasts, 
the whole institution of their body tends to make them beasts 
of prey, ferocious and savage. For this purpose the active part 
of them is disciplined into a ferocity which has no parallel . . . 
the same discipline which hardens their heart, relaxes their 
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morals. . . . Among the forms of famine and nakedness, amidst 
the yells of murder, the tears of affliction, and the cries of despair, 
the song, the dance, the mimic scene, the buffoon laughter went 
on as regularly as in the gay hours of peace.’ 

This interdependence of license and discipline is a general 
sociological behavior pattern familiar to everyone who knows the 
routine of an army which is not ennobled by moral and spiritual 
principles of military service. There is, therefore, no moral value 
in discipline and obedience as such. Further, the moral character 
of loyalty and sacrifice is already distorted in the strategical 
theories, from Clausewitz to Ludendorff. In naive cynicism, they 
used the sublime notion of sacrifice as a technical term to dem- 
onstrate the inevitable losses of the mass armies, with their the- 
ories of mass assault and fierce attack. In this respect they do not 
differ from the Nazi philosophers. Both apply the purest moral 
ideas for technical and instrumental purposes. 

Sacrifice is the highest moral value, if voluntarily and inde- 
pendently offered. Heroes and martyrs sacrifice their lives. The 
religious implication is never absent, and the conquest of self 
and identification with a whole is essential in the phenomenon. 
The concept is polluted if applied to enforced and arbitrary 
slaughter. It is certainly true that in all established institutions 
highest moral values are repressed by selfish interests. It is a ro- 
mantic error to believe that greed and selfishness end with the 
outbreak of war. It is also true, however, that the moral convic- 
tions and principles of warring nations are tested in the ordeal 
of war, and that the determination to endure the atrocities of 
assault, the will for sacrifice, depend on the quality and truth of 
these principles. 

The ambivalence of these military virtues expresses a general 
phenomenon in the modern world, the confusion of the means- 
end relationship. All these virtues are positive elements of human 
conduct, if instrumental for the realization of moral require- 
ments. If they are deprived of their instrumental relation and 


11Edmund Burke, “Letter to a Noble Lord.” 
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established as absolutes and ends in themselves, they are open to 
misuse by all nihilistic tendencies, and change techniques of be- 
havior into moral values. 

If the ideal of the soldier is an end in itself, then Voltaire’s 
description of the soldier as the very type of the wicked, the 
manifestation of brute force in rationalized form,!2 would be cor- 
rect. In this case, there would be no difference between a soldier 
and a gangster. Either needs these qualities for the sake of effi- 
ciency, whether the end of action is criminal or the defense of 
a just cause. Therefore, the decisive difference between an out- 
law and a soldier is the divergent character of their respective 
frames of reference. The honor of the loyal soldier is safeguarded 
by the pursuit of his actions within a legal and moral context of 
standards that holds his world together. The gangster is lawless, 
and his success is a triumph of violence. 

The revolutionary fighter is no gangster, because his ends are 
oriented toward social and moral values. His ends, however, are 
not yet a world to live in and to protect. He fights in the law- 
less darkness of conspiracy, taking the success of violent action 
as a criterion of the dignity of his principles. In the confusion 
of the means-end relationship, the revolutionary fighter elevates 
the indispensable instrument of brute force, mere power, to an 
end in itself, because it gives him control and the awareness of 
his own dignity and truth. 

Elements of these types of violent action, the gangster, the rev- 
olutionary, confuse the military image of the Nazi. They dis- 
tort the human ideal of the soldier. There are still two other 
principles involved in what the Nazis praise as their military 
ideal: those of the crusader and of the warrior. The crusader 
uses arms and war to spread his gospel and to attain domination 
of the unbelievers as a religious duty. The warriors of the past, 
such as the Indians, the Arab hordes and the Huns, made fight- 
ing the very center of their lives. This unity of life and combat 
was naive and natural because of the lack of social and economic 


2 Voltaire, “Méchant” in Dictionnaire philosophique. 
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relationships which could substitute for war and fighting. There. 
fore the modern revival of the warrior in Nazi romanticism js 
cynical degradation and escapism. It is escapism to neglect and 
despair of reason and intelligence in the solution of the social 
and economic problems and conflicts of the modern world. Alex- 
ander the Great was still allowed to cut the Gordian knot with 
the sword. But the modern tyrant who repeats the gesture will 
be considered not a romantic hero, but a desperate gambler. 

The totalitarian regime of the Nazi military corporation con- 
tains all these elements antagonistic to the ideal of the soldier. 
Nazis would not object to calling their regime a retribalization 
of society. They apply what their philosopher Carl Schmitt has 
defined as the basic category of politics: the friend-enemy rela- 
tionship.’ This theory is illuminating for the specific character 
of the regime. The polarity of friend and enemy is the actual 
antagonism of war and revolution, of the crusade and the tribal 
assault. Genuine political principles need the elements of co- 
operation and understanding between human beings participat- 
ing in universal reason, which is the basis of urbanization and 
lawfulness. 

What the Nazis intend to express is not the ideal of the soldier. 
They use the ambivalence of military notions to hide the true 
end: the exaltation of force and violence. Warrior, crusader and 
revolutionary share the same basic attitude. The very use of 
force, the friend-enemy relationship and the absolute destruction 
of the enemy are characteristics of people who have a monopoly 
of power, truth and social redemption. They fight in the dark- 
ness of a world yet to be born or in decomposition. The soldier 
remains in the context of a meaningful social world. He has his 
dignity of protecting and defending an established system of 
values as a meaningful whole, as a world worth living and dying 
for. 

The Nazi praise of war and the military virtues is the re- 
establishment of the Hobbesian state of nature, where everybody 


18 Carl Schmitt, Der Begriff des Politischen (Leipzig 1927). 
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is the enemy of everybody else. The institutionalization of this 
state of nature is the total militarism of the Nazi regime. It is the 
inescapable result of making the patterns of the most radical 
revolution the lasting institutions of social existence. It is the proc- 
ess in which state and society are supplanted by a military cor- 
poration. 

The process of militarization is, indeed, a phenomenon peculiar 
to the German world, the result of a long history of domination, 
control and humiliation of civil society by the Prussian military 
monarchy. The first stage in this process was the organization of 
the Prussian administration under Frederick William 1. The focus 
of the whole administration was the commissary of war. The same 
men who had charge of the maintenance of the army and its sup- 
plies were also responsible for the social and economic welfare 
of civil society as a source of taxation for military purposes. Under 
these conditions civil and police administration were subordinated 
to and dependent upon the military administration. Thus the 
military state was in the beginning differentiated from Austria, 
Saxony, Bavaria, where civil and military administrations were 
clearly separated from each other." 

The second stage of militarization in Prussia was the lasting 
success of the cynical and ruthless policy of conquest by the demonic 
Frederick 11. He never ceased emphasizing the primary social rel- 
evance of his military elite, and the minor significance of industrial 
and civil society. 

The third stage was the revolt of the Junkers against the modestly 
liberal reforms of the Hardenberg regime between 1809 and 1813. 
They anticipated the Nazi slogans, and succeeded in instilling 
their ideas into the minds of the intellectuals of the industrial 
society. The Junkers lamented the decay of the decent Prussia 
and the rise of a brand-new Jewish state. They indicated a revolu- 
tionary conflict between have-nots and landed property, industry 


14 Otto Hintze, “Der Commissarius und seine Bedeutung in der allgemeinen Ver- 
waltungsgeschichte,” Festschrift fiir Zeumer (Weimar 1910) p. 493 ff. 

15 Thomas Mann has admirably analyzed the evil demon of this king in Friederich 
und die grosse Koalition (Berlin 1915). 
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and agriculture, the material and the spiritual, the atomized in- 
dividual and the family, the spirit of progress and that of history, 
and between intellectualism and character. It is characteristic of 
the Prussian development that these reactionary and anticapitalis- 
tic slogans were humbly discussed and later repeated by intellectu- 
als and scholars deriving from civil and industrial society.'® 

The fourth stage was the transformation of the liberal and 
democratic tendencies of 1848 into nationalism and the militarism 
of the wars of unification—Bismarck’s shrewd device for turning 
the revolutionary movements to support of the traditional institu- 
tions. The fifth stage may be called the introduction of the middle 
classes into the ranks of the socially recognized military society. 
The ordinances of William 1 in 1890 and 1891 concerning the 
status of the reserve officers gave them a social prestige and oppor- 
tunities for promotion in civil service and all social and economic 
organizations which were unknown in the old-fashioned military 
monarchy of William 1. This was the most effective attempt to 
wean the industrial and cultured society from its liberal and pro- 
gressive principles and make its members reliable and loyal sub- 
jects of the military monarchy. This brand-new militaristic regime 
of William u brought about the final surrender of the middle 
classes to the Junkers. The regime was militaristic because it es- 
tablished the ideals and mores of the military elite as images for 
civil life. This militarization of society corresponds to the decivili- 
zation of the military and ruling class. 

As total militarization of social relationships, the Nazi regime 
means the abdication of state and society. The transformation of 
social and political institutions into barracks, military camps and 
concentration camps is escapism. The flight into the tribal ideal is 
the ultimate outcome of the revolt against reason and spirit. Abdi- 
cation of state and society means the end of humana civilitas. Dante 
postulated three elements for the attainment of a perfect society: 
first, urbanization and the constitution of legal rule to establish 


16 Friedrich Meusel, ed., Friedrich August Ludwig von der Marwitz (Berlin 1908) 
vol. 2, passim; vol. 1, p. 492. 
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peace; second, the orientation of individual wills toward social and 
moral requirements; third, the establishment of justice as the basis 
of human cooperation.’*? The theory and practice of the Nazis 
have denied and abolished these three postulates. They substitute 
arbitrary decisions and pragmatic considerations for the rule of 
law. Peace is a technical term for an armistice between wars, with- 
out any meaning as an end in itself. They wreck independent and 
spontaneous thinking as extraneous to the efficiency of subservient 
specialists. They establish an ideal of justice to coincide with the 
will and irrational ideas of leader and elite. 

The total militarization of society as accomplished by the Nazis 
indicates an ethos of destruction, l’art pour l’art of sacrifice and 
a law of violence as the holy trinity of the religion of irrationalism. 
This spiritual and moral corruption degrades and perverts the 
elements of genuine despair and of inescapable planning which are 
immanent in the contemporary situation. 

In the diaries of Dostoevski we find a reflection that seems to 
apply very well to the specific character of the totalitarian regime 
in Germany: ‘“‘Meanwhile it would not be amiss to note that in all 
the nineteen centuries of her existence the ever-protesting Ger- 
many had never yet proclaimed her new message, and lived all the 
time only on negation and protest against her enemy. Thus a 
strange phenomenon seems possible, that Germany after having 
won her final battle, and destroyed all against which she protested 
for nineteen centuries, will find herself condemned to die spir- 
itually, following her enemy, as there will be no reason left for her 
existence, there will be nothing left against which to protest.’’® 

What appears in this unleashed militarism is nothing that de- 
serves the worthy name of spirit of the soldier. It falsifies the vital 
and radiant strength of tribal warfare, it degrades the moral ear- 
nestness of combat as the ultimate argument of conflicting groups 
and reduces it to the level of cynical use of overwhelming power 
as the first argument of despotism. The army, on whose cannon 


17 Dante, De Monarchia. 
18 Dostoevski, Tagebiicher, January 1877 (Leipzig 1912) p. 17. 
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we once read Ultima ratio regis, has been incorporated into a uni- 
versal gang on whose dive bombers and tanks we should find the 
inscription, First and only argument of despots. This statement 
should be taken seriously in its most literal form. This regime is, 
indeed, a manifestation of unleashed and demonic forces which 
have rejected the control of reason and spirit. They present what 
Max Scheler once spoke of as a possible form of a European 
catastrophe: a revolt of the drives in a revolutionary onslaught on 
all elements which have established civilization, the perfection of 
personality and the sphere of freedom. Like the armies of Attila, 
these modern military corporations may conquer and devastate 
highly developed civilizations. They certainly cannot build up a 
new order. An unleashed military corporation can dominate and 
exploit a civilized world, it can exterminate the civilized groups. 
It can never establish order and continuity without the recognition 
of law, peace and reason. 

This is not the last word about military virtues. The specific 
German case is the result of unfortunate historical conditions, 
without inner logic and necessity. 

It is the final thesis of this article that basically military and civil 
virtues are but two aspects of human virtues, not fundamentally 
distinguished. That has always been understood in societies where 
feudalism was early wiped out and where democracy was estab- 
lished as a result of fighting and pioneering as equals in face of 
death and destiny. Great Britain’s liberal tradition and political 
prudence could originate in a society of country gentlemen after 
the feudal groups had annihilated each other in the Wars of the 
Roses. In the oldest and youngest democracies, the Swiss and the 
American, civil liberty and a military spirit have created each 
other. It should be kept in mind that the agonistic spirit of the 
American frontier and of the pioneer period was supported by an 
ethos of military virtues. It was this spirit that made America great. 
In America and Switzerland, the tradition of free and self-equipped 
citizens preserved the ancient and mediaeval sense of the indis- 
soluble unity between civil liberties and military virtues. With the 
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never-failing accuracy of language, the Swiss speak of ‘“‘the Mili- 
tary” as though it were a part of life; they never use the term “‘the 
army,” as an institution of the state. The French, as individualists, 
ridicule the army; the Germans raise it above civilians. In the true 
democracies the moral and rational elements of the military virtues 
are stressed by military thinkers. They speak of “‘service’” simply 
as a moral obligation in social life as natural and self-evident as 
the protection of the family and the careful pursuit of a profession. 
Since the establishment of free republics, thoughtful and responsi- 
ble people have been aware of the interdependence of liberties and 
service, military defense and political liberty. 

American military thinkers, moreover, assume that through mili- 
tary service, through the reestablishment of the old American vir- 
tues, men reach their highest capabilities. An American general 
told his men that in the hardships and sufferings of the last war 
they had attained “the greatest attribute of man—self-discipline. 
We became men. Real men. He men.” This bitter military train- 
ing made them fit to bear and overcome the postwar troubles and 
confusions, and to get the best positions in their occupations, while 
the “panty waists” and “slackers” disappeared as quickly as they 
had appeared as easy profiteers in the war boom." This praise of 
self-control as a result of military education evidences the impact 
of the service on civic and social virtues. It is the democratic trans- 
formation of Sombart’s romantic and superficial analysis of traders 
and heroes. Sombart, as a student of Hegel and Marx, does not fail 
to describe civil society as a purely economic class group with no 
relation whatsoever to the heroic virtues of the feudal classes. 
Powell flatly denies this antagonism. Military education strength- 
ens and increases virtues without which we could not well tolerate 
the shocks and hardships of life. There is no life without courage, 
no life without self-denial and moderation, which make possible 
cooperation and sympathetic understanding. There is no life with- 
out discipline, intelligent reflection and wise decision. There is no 


19 Major General Clifford R. Powell, First Call (newspaper of the 44th Division) 
July 26, 1941; New York Herald Tribune, July 27, 1941. 
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difference between military and civil virtues, there are only human 
virtues and different aspects of human action. 

General Wavell shares the view of man which is the presupposi- 
tion of Powell’s theory. He even assumes that the British have all 
military qualities because of their liberties, which have developed 


a great deal of spontaneity and initiative.*® He is proud that they. 


are not a military nation and develop time and again the ethos of 
military combat. It is characteristic of a British nonmilitary general 
that he regards as the chief virtue of the good general a philosophic 
attitude. This attitude can be described as that of the Stoic wise 
man, the rational self-discipline which makes it possible to bear 
the shocks of war and the strain of his responsibilities. It is remark- 
able that a general should first emphasize mental discipline to 
withstand the adversities of war before postulating an unconquer- 
able spirit to win. This wise moderation in reflecting on all aspects 
of military action, and the disillusioned awareness that war is no 
science, no art, but a dirty game, clarifies and justifies Wavell’s 
thesis that virtues are primarily human and not civic or military. 
He twice remarks that more important than the knowledge of 
sundry tactical devices is a real knowledge of humanity, on whose 
peculiarities—not on those of machines—the whole practice of 
warfare is ultimately based. This knowledge of humanity is based 
on the reality of reason and morality as irreducible elements of 
man in peace and war. In either situation man is capable of gran- 
deur and wickedness: the wise general will take into account all 
material and spiritual elements in the leadership and maintenance 
of human beings in war; he always faces the completeness of 
humanity. It is not accidental that a civic gentleman-general comes 
back time and again to the spirit of the general and his troops, 
although he is completely aware of the importance of material 
and technical devices in winning a war. Wavell’s ultimate strategic 
conviction is that the quality and standards of the spirit of an army 
will finally decide the victory. This idea prevails among officers 
of the democratic armies. 


20 General Sir Archibald Wavell, Generals and Generalship (London 1941). 
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In revolutionary wars the moral problems are as important as 
the physical ones. “In the long run it will be the strongest feelings 
and the deepest convictions which will win.” True feelings and 
honest convictions are possible only in free republics. For they come 
into existence only where human beings have the opportunity to 
develop reason and intelligence in discussing controversial issues 
and to let these qualities become factors in their actual situation.*! 

For this reason democratic officers take it for granted that there 
is no difference between civic and military virtues, and that the 
costs of war cannot be measured in economic terms but in their 
impact on the principles of human independence and dignity. A 
Swiss citizen-colonel deeply impressed the Swiss army and nation 
with an address which strongly stressed the unity of citizen and 
soldier. ‘“Beyond all calculation of profit and loss there are moral 
values. There is the spirit. There is the Federate idea which we 
must hand on as heritage to our descendants. That is why we will 
trust in God and not in a man who pretends to be adored as a 
god.”*? In all free countries, in America, in Great Britain and in 
Switzerland, the spirit of the soldier is the spirit of the citizen. The 
spirit of a free citizen can be defined as awareness of the inter- 
dependence of service and liberty, of the unity of human goodness 
in devotion to the justice and righteousness of a cause. 


21Charlotte Muret and Denis de Rougemont, “The Army of a Democracy,” 
Harper’s Magazine (September 1941) p. 343. 
22 Ibid., p. 346. 











MAGIC AND LAW 


BY GEORGES GURVITCH 


Taz trail-blazing works of Lucien Lévy-Bruhl on “primitive men- 
tality” have demonstrated to what extent the collective psychology 
of primitive societies was impregnated with mysticism.’ Mystic ex- 
perience penetrates all archaic social institutions. Deep-rooted 
prejudices have led ethnographers, from Morgan and Taylor to 
Durkheim and Lévy-Bruhl himself, to see in primitive society only 
homogeneity and uniformity. But the primitive society as a whole, 
like any other society, has a rich variety of antinomic elements 
which struggle for an equilibrium. Social pluralism in such a so- 
ciety manifests itself in the irreducible tension in the collective 
mystic experience between religious experience and magic ex- 
perience. 

We shall show that the struggle and rivalry between religion 
and magic was an essential factor in the complexity of primitive 
society: in conflicts between clan and fraternal associations; in the 
differentiation between contractual law and property law, and be- 
tween movable property and real estate; in the struggle between 
the morality of taboos and the morality of revolt; and finally, in 
conflicts between transcendence and immanence, whose principles 
originate sociologically in the antinomy between religion and 
magic. This antinomy in primitive mentality has never been ap- 
preciated at its just value, for just those scientists who have con- 
tributed most to the concentration of attention on magic and its 
social repercussions have immediately weakened if not destroyed 
the most valuable results of their findings, by presupposing that 
the age of magic preceded the age of religion (Frazer), or by affirm- 
ing that magic is only a relatively late product of religion (Durk- 


1 See Lucien Lévy-Bruhl, Primitive Mentality (New York 1923), How Natives Think 
(London 1926), The “Soul” of the Primitive (New York 1928), Primitives and the 
Supernatural (New York 1935), La mythologie primitive (Paris 1935), L’expérience 
mystique et les symboles chez les primitifs (Paris 1938). 
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heim), or by conceiving of an epoch of “pre-religion,” from which 
both magic and religion issued (Mauss and Lévy-Bruhl).? We have 
reached the conviction that all interest of the problem disappears 
with the negation of the irreducibility between magic and religion; 
we believe that this irreducibility can be verified by the antinomic 
structure of the primitive juridical institutions, in which magic 
and religion are manifested. 

But let us return to the mystic mentality of the primitives. Belief 
in the supernatural, as Lévy-Bruhl pointed out, by no means pre- 
supposes a Clear representation of the natural to which the super- 
natural is opposed. The question here concerns only the degree 
of intensity of collective affectivity. ““The affective category of the 
supernatural,” describing the domain of mystic experience, cor- 
responds to a state of the greatest intensity, impregnated with fear.* 
But, we wish to point out, fear may have a totally different sig- 
nificance depending on whether it designates awe before an ab- 
solutely superior force, or simple fear of failure or anxious ex- 
pectation of danger. For instance, one does not have the same fear 
of a fruitless hunt or of want as one has of God. In the first case, 
where fear is but a reaction to “any work undertaken at a risk, to 
any additional effort,’’* it exists only until the danger has passed. 
In the second case, awe always exists, and only the hope of salva- 
tion, granted by a force demanding total submission, can temper 
it. Hence, the contrast between magic and religion is at once evi- 
dent. If the ‘affective category of the supernatural” properly ex- 
plains the contrast between the supernatural and the natural of 
the primitives, these two different shades of meaning, awe on one 
hand, fear of risk and desire of success on the other, explain the 


2See J. G. Frazer, The Golden Bough (Ist ed., New York 1894; 3rd ed. in 12 vol- 
umes, London 1911-15); Emile Durkheim, Les formes élémentaires de la vie reli- 
gieuse (2nd ed., New York 1926); Henri Hubert and Marcel Mauss, “Esquisse d’une 
théorie générale de la magie” in L’Année sociologique, vol. 7 (Paris 1904). For 
criticism, see Georges Gurvitch, Essais de sociologie (Paris 1938) pp. 173-235. 

3 Introduction to Lévy-Bruhl, Primitives and the Supernatural, op. cit. 

*Bronislaw Malinowski, Argonauts of the Western Pacific (New York 1922) pp. 
392-427, Myth in Primitive Psychology (New York 1926), Coral Gardens and Their 
Magic (London 1935). 
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irreducible antinomy of the supernatural in religion and the super- 
natural in magic, of totem and mana, of transcendent mystic force 
and immanent mystic force. 

Magic and religion are irreducible because of the content of 
collective beliefs, on which they are based, as well as because of 
the psychological attitudes which they create. It is the contrast 
between mana and totem, magic and sacred force, vital, immanent 
energy and transcendent God, which constitutes the content of 
beliefs. Mana® is a supernatural, immanent force which is spread 
throughout the world, and which acts preferably among beings in 
the same category (relations between men and between groups: 
mana tangata; between animals, plants, stones and finally between 
gods: mana atua). Mana is elastic; it can be manipulated, con- 
trolled, diminished or augmented by the beings to whom it affirms 
itself. It cam even be partially created by a successful effort: the 
magic rite creates mana as well as helping to bring about contact 
with it. There is, therefore, an element in the relation between 
the magician and mana which recalls the demiurge, and each in- 
dividual, or group, who makes an effort to augment his mana 
places himself to a certain degree in the situation of the creator 
of the world. Totem, on the contrary, is a symbol of transcendent 
supernatural force, sacred, separate; an absolutely superior force, 
which commands total submission, surrender, humility. The 
greater the submission is, the more probable is salvation. The 
sacred is an absolutely rigid force, protected by immobile taboos 
from which there are no means of escape. 

In the psychological attitude of the individual or of the col- 
lective subject, the position of a master who commands and of a 
demiurge who creates corresponds to the immanence of the magic 
5 Since R. H. Codrington’s description of the principle of mana in Melanesian cul- 
ture in The Melanesians (Oxford 1891), there has been unceasing discussion of its 
meaning. Analogies to mana have been found in orenda and manitou (North 
American Indian), in arungquilta (Australia), in wakau (Sioux). In addition to 
the authors cited above, see Henri Bergson, Les deux sources de la morale et de 
la religion (Paris 1932) p. 180ff. and pp. 171-222; Friedrich Rudolf Lehmann, 


Mana (Leipzig 1922). For a critical review of the theories and conclusions con- 
tained in this article, see Gurvitch, op. cit., pp. 185-209. 
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mana. This attitude is guided by the unlimited desire to dominate 
the world; and the desire is accompanied by the fear of not having 
sufficient knowledge to control the forces released. Totem sym- 
bolizes a religious sacred force which is transcendent, and always 
superior to the beings who subordinate themselves to it in ex- 
pectation of mercy and salvation. It is a force which calls for 
unlimited subordination and passive humility, a humility deriv- 
ing from a feeling of absolute inferiority, of unlimited weakness 
and helplessness, of which the other pole is expectation of salva- 
tion solely through the condescendence of a transcendent force. 

Magic can be collective or individual, public or secret, white 
or black—the two latter pairs are not alike, for while black magic 
(witchcraft) is secret, white magic (benevolent) can be public as 
well as secret. Religion, on the contrary, is always collective, not 
only in its foundation (a dogma revealed to a group), but also 
in its practice (cult); and it has a definite tendency to be public. 
The fact that religion permits collective practice only, while magic 
can be practiced individually by isolated magicians as well as 
collectively by fraternities, may tempt one to seek to base the con- 
trast between magic and religion on the opposition between the 
individual and society, as have Durkheim, Huvelin and to some 
extent Frazer. This would not be correct. Magic presupposes, as 
religion does, the state of collective affectivity, collective beliefs 
in mana being opposed to collective beliefs in the sacred. Then if 
magic favors the development of individualism, it does so more in- 
directly than directly: it stimulates the pluralism of groups and 
the limitation of the clan through magic fraternities, the individ- 
ual profiting by the opposition among the many groupings of the 
society in which he lives. Magic stimulates confidence in endeavor, 
in autonomy, in the power of the collective as well as of the in- 
dividual human will. Mana’s force proves itself, among other ways, 
by success, opulence, social prestige, which lead indirectly to in- 
dividual differentiation. 

There has often been discussion of the question whether magic 
had a moralizing effect, as in Frazer’s conception, or a demoraliz- 
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ing effect, which was the traditional religious conception, repeated 
in our time by Loisy and Bergson, or was neutral from the moral 
point of view. We believe that the question is badly formulated, 
for magic had all these effects, depending upon the circumstances 
and its concrete character. But what is really essential is the fact 
that the struggle between magic and religion has given rise in 
primitive society to two different moralities, whose repercussions 
we are still feeling today. In fact, religious morality in primitive 
societies was chiefly a morality of taboos, of rigid prohibitions 
sanctioned by public reprobation—the traditional morality of 
order and obligations. The morality of magic was, on the contrary, 
rather one of endeavor, of work, of “values” and of creative liberty, 
a revolutionary morality par excellence; the magic bans themselves 
were charms with automatic consequences which it was yet not im- 
possible to ward off. Thus the morality of immanence and of 
action, the purely lay morality, was in the beginning, we believe, 
linked with some elements of magic. Let us take the example cited 
by Léon Marillier in his polemic against the reduction of morality 
to mere religious taboos.* Morality, says he, is born not so much 
when the husband of a pregnant woman exposes his wife and 
child to cold and danger in the forest, in order to obey a religious 
taboo forbidding her to give birth in her village, as when he revolts 
against this taboo and violates it. We may add that such a revolt 
is certainly of magic origin, as only magic could give a man or a 
group sufficient strength to resist the precepts of religion. Broadly 
speaking, the conflict between magic and religion in primitive 
society is a very important factor in its development, which is 
brought about by the sharp struggle and the compromises between 
the two attitudes.” 

® Léon Marillier, La survivance de l’dme et V’idée de justice chez les peuples non- 
civilisés (Paris 1894). 

7 Statement of these compromises could raise an important objection: how can 
magic be separated from religion when in reality they are penetrated by each 
other, most religions containing elements of white magic, and, conversely, magic 
often implying appeal to divinities? But each case of partial integration of magic 


in religion or of religion in magic represents only a relative victory over the 
opponent, and modifies from top to bottom the structure of annexed elements. 
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We are now sufficiently prepared to approach our subject 
proper—the repercussions of magic on primitive jural institu- 
tions. All law can be divided into interindividual or intergroupal 
law, based on “relations with others,” and social law, based on 
sociality by partial fusion in the “We,” and on the inner life of 
groups.* We shall study separately the influence of magic on 
each of these domains of law as well as on their differentiation. 
Magic and religion, however, often compete in the formation of 
a jural institution, and compromise in regard to it. ‘Therefore, in 
each domain we shall consider first the isolated action of magic, 
and then the rival action of magic and religion. 

1. Isolated action of magic on interindividual law (law of ex- 
change, of obligation and of alienable property). Magic has greatly 
contributed to the limitation of the statutory social law of the 
clan by the more elastic and changeable law of gift, of loan, of 
contract, of obligation—more generally, of exchanges. Frazer 
and Huvelin® have disclosed the role of magic charms in the pro- 
tection of these jural relations. Oa the one hand, these charms 
had a preventive character (magic marks of property, magic oaths, 














The magic rite put at the service of the religious rite becomes only a means of 
submission to a sacred supernatural force, from which salvation is expected. On 
the other hand, the gods which figure in magic are deprived of precisely this 
transcendence and superiority, and are commanded as immanent supernatural 
forces. Furthermore, it must not be forgotten that we speak exclusively of a par- 
ticular qualitative type of society—that is, primitive society; and of a particular 
religion—totemism corresponding to clans and tribes. In national religions abso- 
lute transcendence of the sacred was somewhat weakened. In universal religions, 
such as Christianity, one can observe a shift toward reconciliation of transcendence 
and immanence and, in this sense, toward solution of the old conflict between 
the magical mana and the dominant sacred. Christian conversion itself was carried 
out by secret fraternities of initiated, recalling somewhat the magical associations. 
That is why the situation became greatly complicated after the advent of Chris- 
tianity. But we are not discussing the latter; we are speaking exclusively of re- 
ligion and magic in a society composed of clans and of totemic tribes. 

8 Georges Gurvitch, L’idée du droit social (Paris 1932) and Sociology of Law (New 
York 1942). See also my articles, “Problem of Social Law” in Ethics (October 
1941) pp. 17-41, and “Mass, Community, Communion” in the Journal of Philosophy 
(August 1941) pp. 485-96. 

9]. G. Frazer, Psyche’s Task (London 1909) pp. 37-280; Paul Huvelin, “Magie 
et droit individuel” in L’Année sociologique, vol. 10 (Paris 1907) p. 1 ff., and Les 
tablettes magiques et le droit romain (Paris 1900). 
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pledges magically connected with the life of the individual who 
makes them). On the other hand, they have the character of post- 
factum sanction (maledictions, conjurations, magical spells cast by 
the wronged person on the offender). Marcel Mauss, in a thorough 
analysis, demonstrated that the bond of obligation itself, inde- 
pendent of sanctions (which ancient Roman law called the nexum), 
was purely magical in primitive society.’ In fact, the most primi- 
tive form of exchanges and of law of obligation is the gift, mani- 
fested very clearly in the “‘potlatch,” “kula,” “pilou-pilou,” a sub- 
ject which we shall further consider below. 

Acceptance of a gift implies an obligation to make a return gift, 
an obligation entirely magical. In the gift there is implied the 
mana of the collective or individual giver, which would threaten 
the receiver if he did not return an equivalent or greater gift; the 
returned gift, containing the mana of the receiver, can in its turn 
avenge him. The thing given presents therefore a magical danger 
to the one who accepts it, a menace particularly aggravated if 
the gift is made in a malevolent spirit, or if the debtor does not 
possess a mana fully as strong as that of the giver (hence the double 
meaning of the word Gift in the old Germanic language: gift, 
dowry, and at the same time, poison). The principle of “give and 
receive back” at the basis of the law of obligation has therefore 
an essentially magical origin. It is manifested most clearly in the 
“potlatch,” discovered by Boas" in the American northwest, the 
existence and role of which was confirmed in many different places 
(Melanesia, Papua, Polynesia, South America, Africa). 

The works of Mauss, Malinowski, Davy!” have illuminated these 
10 Marcel Mauss, “Essai sur le don, forme archaique de l’échange” in L’Année 
sociologique, new series, vol. 1 (Paris 1923). For a critical analysis, see Gurvitch, 
Essais de sociologie, op. cit., pp. 245-56. 

11 See the several reports by Franz Boas on the Kwakiutl Indians and his books: 
The Mind of Primitive Man (New York 1922); Anthropology and Modern Life 
(New York 1928); General Anthropology (New York 1938). See also Robert H. 
Lowie, Primitive Society (New York 1920) and An Introduction to Cultural Anthro- 
pology (New York 1934). 

12 Bronislaw Malinowski, Argonauts of the Western Pacific, op. cit., chapter 17, 


and Crime and Custom in Savage Society (New York 1926); Georges Davy, La foi 
jurée (Paris 1922). 
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essential features. They predominate chiefly in the collectivities: 
clans, tribes and magical fraternities who obligate themselves 
mutually by gifts, exchange, contract, confront and oppose each 
other in this feast-fair which is called potlatch. The first form of 
obligation and of contract is thus rather intergroupal than inter- 
individual. The potlatch takes place in a magical atmosphere. 
“The circulation of goods follows here that of men, feasts, rites, 
ceremonies, dances, the whole formed by mana,” a mana immanent 
in groups, things, individuals and binding them between them- 
selves. Davy described how the individual can profit from the 
potlatch by the generosity of his gifts, in order to win prestige at 
once magical and economic (the link between magic and primitive 
economy was best illuminated by Malinowski, according to whom 
any risked work implies magic), and in order to elevate himself 
to a superior social rank either in the magical fraternity or in 
the clan. Thus the potlatch, in spite of its collective character, 
equally enhances the individual magical mana, revealing itself as 
a powerful factor in interindividual differentiation, economic, 
jural and even political. It is even possible to note a parallel be- 
tween the development of the potlatch-contract and the concen- 
tration of power in the hands of a chief. This process is carried out 
chiefly through the intermediary of magical fraternities, where 
accession to a superior hierarchic rank and promotions to the role 
of chief—who stands on the double base of personal mana and 
of wealth—are especially frequent. 

The role of magic in formation of the law of alienable and 
transferable property is still more striking. Things alienable and 
exchangeable were only ‘magic appurtenances,” whereby the col- 
lective and individual subjects penetrated the world of objects 
with their mana.’* In primitive society any appropriation consists 
in the penetration of things with supernatural forces; it is exactly 
in this manner that they become properties, participating in social 
life. But, as there are two irreducible supernatural forces, the 
supernatural transcendent, the sacred, and the supernatural im- 


18See Lévy-Bruhl, The “Soul” of the Primitive, op. cit. 
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manent, the mana, the effect of penetration of the thing by the 
supernatural force is entirely different, depending on which force 
it is. When a thing is penetrated by the sacred, when it is ap. 
propriated by totem or in its name, it is immobilized by a rigid 
bond and linked with the transcendent, in regard to which the 
individual and the collective subject is helpless. That is why the 
sacred thing becomes inalienable. The totem and the sacred things 
which belong to it, for instance the land occupied by the clan, 
participate in each other, the totem being at the same time subject 
and object of this property, which is part of the divinity itself 
that the totem symbolizes. To alienate sacred things, such as the 
land, the graves, the rocks which are specially consecrated to the 
totem, is more than a blasphemy against God and usurpation of 
his rights; it is a disavowal of God himself, and thereby the 
moral suicide of the clan (Lévy-Bruhl). 

Entirely different is the effect of appropriation of the thing 
through its penetration by mana, the immanent supernatural, the 
magic force. The collective and individual subjects capable of 
handling their mana, of controlling, augmenting, diminishing and 
partially creating it, dispose of things penetrated by their mana 
in accordance with their wishes. Here the things do not depend 
upon a transcendent force, but upon the human autonomous 
consciousness. The mana itself being elastic and fluid, the magic 
bonds which bind the owner to his goods are flexible and mobile, 
implying circulation, changes and voluntary disposition. Thus 
property based on magic appropriation is in its essence alienable, 
movable, transferable, exchangeable. It grows larger or smaller, 
depending upon the variable intensity of the mana. The role of 
mana in the things surrounding the individual and collective sub- 
jects constitutes the magic appropriation; and the combination 
and equilibrium of different manas is at the root of the redis- 
tribution of these properties through exchange. Generally speak- 
ing, it was correct to regard the gift and exchanges as being at 
the very center of the magical appropriation of alienable things.” 


14 Mauss, “Essai sur le don,” op. cit., pp. 99-158. 
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For collective and individual subjects who appropriate the things 
of their environment by the force of their mana obtain an idea 
of the extent of their property, of their wealth, only by giving 
and exchanging. By alienating these things they become conscious 
of their own magical link with things acquired, and by receiving 
in return they verify the intensity of this bond of property. It is 
possible, therefore, to state that the collective and individual sub- 
jects actually experience the existence, the extent, the force of 
attachment to and protection of their goods through the impact 
and equilibrium of the magical forces produced in exchanges. 
Magical and alienable property, although it always reveals in- 
terindividual or intergroupal law, does not have to be individual. 
It can be collective, as for example food products, spoils of the 
hunt and of fishing: the group possesses the individual rights over 
the things, and these rights are a result of the penetration of the 
things by the collective mana. Therefore, the question is: has 
magic contributed not only to the formation of alienable property, 
but to that of individual property as well? Inalienable and sacred 
property is always collective. Alienable and magical property, 
on the contrary, can be individual as well as collective, depending 
upon whether the mana which penetrates the things belongs to 
the individual or to the group. Then magic, which favors the 
development of alienable and exchangeable property, intervenes 
a second time in the relations of property, stimulating personal 
activity, rivalry and individual differentiation. Luck, success, abil- 
ity, beauty, physical strength, wealth, social prestige are considered 
as so many proofs of individual mana. The stronger this individual 
mana is, the more it penetrates things which surround the in- 
dividual, and which are touched and handled by him, and these 
things become all the more his individual property. A powerful 
individual with a particularly strong mana spreads his magical 
appurtenances in an especially large circle of objects, his mana 
penetrating them very deeply. Thus he automatically becomes the 
owner of a larger quantity of goods, especially well protected: 
confirmation of the link between mana and wealth. The richer 








114 SOCIAL RESEARCH 

an individual emerges from the potlatch, the more his conscious- 
ness of individual property is strengthened. This property js 
doubly consolidated, by accumulation of wealth and by verification 
of the power of mana, the very foundation of appropriation, old 
and new. Hence, in this sense it can be affirmed that magic is the 
basis at once of movable property and of individual property. 

2. Rival action of magic and religion on individual law (penal 
law protecting the inviolability of human life). In primitive society 
all penal law, properly so called, has a sacred character and rests 
on religion. Only sacred beings and sacred things, dedicated to 
gods (priests, chiefs, objects necessary for the cult, emblems, 
temples, graves, real estate and its boundaries), are protected by 
public repressive sanctions, executed in the name of the entire 
society. Attempts against sacred beings and sacred things are con- 
sidered as attempts against God himself, a religious sin, a blas- 
phemy, a sacrilege. The primitive penal law is nothing other than 
protection of sacred things from sacrilege; the sanctions which 
accompany it are penetrated by the idea of sacrifice—atonement 
for sin. 

Inviolability of human life was not, in primitive society, an 
object of protection by penal law: human life was not considered 
sacred, and homicide was not a sacrilege. In following Frazer's 
analyses one can see to what extent private initiatives for pro- 
tection of human life—vengeance, settlement, ransom, etc.— 
are penetrated by magic, the rites of magical purification of the 
murderer accompanying the assassination everywhere. But, con- 
trary to Frazer, it can be stated that “magical purification” was at 
bottom only a rite to facilitate the magical appropriation of the 
victim’s mana by his slayer, and that in this sense the action of 
magic in regard to the inviolability of human life was a double- 
edged instrument: it could protect from murder, if the mana of 
the victim seemed to be unassimilable by the assassin; or it could 
encourage murder, if the contrary were true. For magic to be an 


15 Frazer, Psyche’s Task, op. cit., chapter 4. For a critical analysis, see Malinow- 
ski, Crime and Custom in Savage Society, op. cit. 
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effective help in protection from murder, that is, to create an in- 
dividual right to the inviolability of human life, the rites of 
purification—magical appropriation—must become especially 
troublesome and complex, and the fear of malignant contagion 
spread from the slayer must be especially strong in the group. The 
idea of individual souls clearly differentiated is thus presupposed, 
as well as intervention by religious concepts of a certain level for 
the protection of human life. 

For, the soul of the individual being the other pole of the sacred, 
and the basis of censure for religious sin, the soul itself becomes 
sacred; and murder becomes a sacrilege provoking the wrath of 
the gods the moment the souls of individuals are sufficiently par- 
ticularized. This is tantamount, leaving other factors such as the 
economic out of consideration, to the spiritualization and growing 
humanization of religion, to the transition from totem to a per- 
sonal god. The gods take the responsibility for souls and individual 
lives to the extent that they themselves become persons. Then 
homicide becomes a revolt against God, implying a religious sin 
and provoking a punishment by God, accompanied by public 
reprobation. It is in this encounter of religion and magic in the 
protection of human life that penal law is born, operating to 
prevent murder and at the same time to establish the right of 
the individual to inviolability of life. Magic facilitates individual 
differentiation, binds the murderer to the necessity of purification 
and warns of the dangerous contagion he spreads. Religion inter- 
venes in branding murder as an act of sacrilege, as a sin which 
must be expiated, thereby elevating human life into the domain 
of the sacred. Is it a process of harmonious collaboration and 
imperceptible transition? We do not think so. The magical ap- 
propriation of the mana of the victim by the assassin and the idea 
of expiation of the sacrilege are irreducible. Religion and magic 
are here in conflict, and it is only through the partial victory of 
religion over magic in this domain that protection of human life 
becomes a part of penal law. 

3. Isolated action of magic on social law (particularistic autono- 








116 SOCIAL RESEARCH 
mous law of primitive fraternal associations). It would be erro- 
neous to limit the influence of magic on law exclusively to inter- 
individual and intergroupal law, and thus to base social law in its 
entirety on the sole action of religion. This would be confounding 
common social law, which is effectively bound up with religion 
in primitive society, with all social law, which can also be particu- 
laristic. ‘The common social law corresponds to the clan. The 
clan in primitive society is a religious grouping and kinship- 
totemic group as well as a group based on locality. But in view of 
the most recent ethnographic research, it is impossible to ignore 
the rich complexity of fraternal associations (age- and sex-groups, 
men’s houses, secret societies, clubs, etc.) which abound in primi- 
tive society and which compete with the clan.’* These associations 
are linked with magic, they represent, as we will show, various 
kinds of magical fraternities. ‘The autonomous law which they 
produce is a particularistic social law based exclusively on magic. 
Let us begin by specifying the nature of various fraternal as- 
sociations which ethnographers have observed in primitive societies 
of Australia, Africa, Asia, Melanesia and Polynesia. One of the 
most conspicuous groups is the male group of puberty, whose 
members live in special “male houses,” especially in Africa, Asia, 
Melanesia and New Guiana. When young men reach the age of 
puberty, they leave their parents and live in groups. They enjoy 
great sexual license; they are not obliged to observe the customs 
of their clan; usually they consider themselves at liberty to offer 
violence to the elder and younger of their sex who venture near 
their grounds or whom they encounter outside. While they live 
there they pursue special trades, especially the military or the 
blacksmith’s, sometimes that of dancers, or all of these simultane- 
ously. Admission to these male houses follows initiation rites, 
which are sometimes very complicated. The members usually 


16 See Lowie, Primitive Society, op. cit., chapters 10 and 11, and the works of 
Schurtz, Steinmetz, Frobenius, Malinowski, Pechuel, Junod and Hofstra. See also 
the very stimulating descriptions of “militarian societies” in the excellent book by 
K. N. Llewellyn and E. A. Hoebel, The Cheyenne Way (Norman 1941) pp. 99- 
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erro- wear masks. Magic prohibitions protect the doors of the houses; 
nter- they operate malignantly on the uninitiated. Various charms dec- 
N its orate the interior, and visitors are exposed to a series of magical 
ding rites. The masks the group members wear can have no other mean- 
gion ing, for he who wears a mask invokes a magical power under whose 
ticu- ) protection he places himself. Here this power is the collective 
The mana of the group of male puberty. We believe, therefore, that 
ship- we are justified in concluding that the male house, being at the 
w of same time “‘a place of great sexual tolerance, a barrack, a shop and 
nore | a place of collective pleasure,” is essentially a special place for 
ups, ) magical rites; and the group a sort of magical fraternity. Obviously, 
imi- the basis of union between the members of male puberty groups 
ions reveals natural affinities as much as it reveals magic. But, in order 
ious to divorce themselves even for a time from the exclusively re- 
they ligious control of the clan, and to form a separate body, it is neces- 
iC. sary that the young men lean on a supernatural force irreducible 
| as- to that of the sacred: their collective mana. The magical activities 
ties displayed in the male houses fully confirm this point of view. 

the The clubs are different from the male houses in that they are 
10Se closed, admission to them being independent of natural character- 
sia, istics such as age, and sometimes even of sex. To gain admission, 
> of it is necessary that the applicant be especially able in one activity, 
joy such as hunting and fishing, or that he be very rich—able to pay 
ms a very high admission. In both cases those admitted must be suc- 
ffer cessful and lucky, that is, must possess a personal mana especially 
ear strong and already proved. This is verified by the fact that initia- 
ive ) tion to the clubs is a very serious magical test. These clubs in- 
the | variably have their own dances and magical rites to influence the 
ne- fertility of the soil, the rain, the abundance of cattle, game and 
res, fish, success in fishing and hunting. There is no doubt that magic 
ly is the mainspring of the clubs and of their activities. These are 
eee magical fraternities in the exact sense of the term; but they are 
also nonsecret associations, their activity takes place before everyone 


by and their members are known to all. Initiation into the clubs pre- 
wd supposes an intense personal mana, which renders these associa- 
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tions more favorable to individualism in their members. The hier- 
archical differentiation inside the clubs (especially in Melanesia 
and Polynesia, where they clearly have an aristocratic and pluto- 
cratic character) takes into account proved personal mana before 
admission is granted. If the male associations of puberty, of sex 
and of age have rather an equalizing tendency, the clubs tend to 
set up an opposition of the personal power of their chiefs to the 
semidemocratic gerontocracy of the clan. 

These characteristics grow stronger in the secret societies. Magi- 
cal secret fraternities play a very important role in primitive so- 
cieties, and sometimes greatly contribute to upsetting the society’s 
whole organization. They differ from the clubs in that the names 
of their members are carefully guarded, and they practice black 
magic as well as white magic. They have, therefore, a more ag- 
gressive and menacing character than the clubs, and their esprit de 
corps is much more intense. The magical secret fraternities greatly 
limit the influence of the clan and enter into open conflict with it. 
They readily become organs of vengeance and justice: strong dis- 
ciplinary sanctions applied to members easily become sanctions of 
vengeance directed against the uninitiated, especially against the 
official representatives of the clan. The associations are invariably 
armed and constitute veritable military organizations. The hier- 
archy of ranks and the personal power of chiefs are more dominant 
than in the clubs. Sometimes these secret fraternities degenerate 
into brigands’ and bandits’ bands, sometimes they become the 
king’s suite. They perform, as can be observed among certain tribes 
in Africa, the roles of night guard, of police, of army. Thus they 
become as closely integrated into the state organism as the domi- 
nating elite. The magic element predominates in these associa- 
tions. Initiation is even more exacting than in the clubs, and is 
for the purpose of verifying the personal mana of the candidates: 
choice is determined more by military qualities such as physical 
strength, spirit of initiative and of adventure, than by economic 
position. Masks, rites and special magical instruments, symbols, 
magic-military dances, amulets, are essential attributes of secret 
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\ier- societies. Discipline inside the associations is especially strong; their 
esia fighting spirit high; their statutory law and disciplinary autonomy, 
uto- that is, their particularistic social law, is very efficient, and is often 
fore sanctioned more intensely than the common social law of the clan, 
SEX with which it is in conflict. 
lto ) In summing up the types of various fraternal associations in 
the primitive society which are opposed to clans and compete with 
them, we can state that these fraternities represent various activity 
agi- groupings independent of bonds based on locality, of religious 
SO- cult, of totemic-kinship and family bonds—that is, independent 
ty’s } of the clan, which represents the combination of the last three 
nes elements. These activity groupings” are closely linked with magic, 
ack which permits them effectively to oppose the clan, partially to 
ag- liberate themselves from its hold and even to menace the clan 
de structure itself. Here once more can be seen a confirmation of 
tly Malinowski’s thesis that any activity risked, any ventured effort 
it. (economic or other), in primitive society necessarily assumes a 
lis- magical character. Magic helps to engender the autonomous and 
of particularistic social law of activity groupings, limiting the com- 
he mon social law of the clan; magic in primitive society is a factor 
aly in the pluralism of groups and in their juridical ordinances. 
ery =} Magic also acts indirectly on the juridical structure even of the 
nt religious clan, threatening to break its framework through the 
ite aggression of secret societies, and thus causes profound transfor- 
he mations in the common social law, transformations in which the 
eS influence of magic and of religion are brought together. 
ey = j 4. Rival action of magic and religion on social law (the forma- 
li- tion of the state and the constituting of royal power). We have 
a- considered the role of magical fraternities in the disruption of 
is the structure of the clan and in the formation of the personal 
s: power of the chiefs, and we have seen how these fraternities, once 
al the state and the royal power are born, function as the royal 
ic suite, the police and the army. This role of magical fraternities 
, 17 For a general classification of groupings, see Gurvitch, Sociology of Law, op. 
. cit., pp. 231-41. 
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raises the question of the part taken by magic in the birth of the 
state. We cannot adhere to the thesis that the base of the state 
and of primitive royalty is exclusively religious, as maintained 
by Fustel de Coulanges, nor to the thesis that the base of these 
institutions is essentially magical, as claimed by Frazer.'* The 
political-sacerdotal-kinship power of the clan, which preceded the 
state, was indisputably based on totemic religion. But this power 
diffused in the group was not represented by a separate and dis- 
tinct organization—it was administered by all the ancients, by 
the gerontocracy of the clan, priests, fathers of families, who acted 
in accordance with the customary social law. 

The state was born when on the immediate social power of 
the group was superimposed a power more remote and separate, 
when political power was concentrated in a powerful organiza- 
tion, released from clans and tribes and dominating them from 
above. The formation of the state was the result of economic 
differentiation, of development of private property and of the 
first traces of class struggle, according to some (Engels, for in- 
stance). It was the result of the superimposition of the army on 
the clan, of a victorious military organization, according to 
others (Jenks, Gumplowitz, Oppenheim). But neither economic 
nor military activity can be separated from magic in primitive 
societies. Moreover, all activity groups which are opposed to the 
clan and fight against it are, as we have seen, magical fraternities; 
and military art which is linked with their activity is essentially 
magical. Furthermore, it is in magical fraternities that the per- 
sonal power of the chiefs develops, and is opposed to the equaliz- 
ing gerontocracy of the clan. Under the guise of clubs, these fra- 
ternities represent plutocratic unions of the rich, promoters of 
economic differentiation. They participate in the potlatch, which 
is in itself a powerful agent for accumulation of social and eco- 
nomic prestige, and for development of alienable property in 
the hands of the fortunate individuals who join the clubs as 


18 Fustel de Coulanges, La cité antique (Paris 1866); J. G. Frazer, The Golden 
Bough, op. cit., vols. 1 and 3, and The Magical Origin of Kings (London 1920). 
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chiefs. The parallel between the development of the potlatch- 
contract and concentration of political power in the hands of 
the chiefs, as noted by Davy, finds here new confirmation. Eco- 
nomics, the magic influencing the exchange and the collective 
magic of fraternal associations detached from the clan and com- 
bating it, combine to produce a single result. And this result 
is: the victory of magical fraternities and of their chiefs over the 
the clan, usurping for themselves the social power belonging to 
the entire group.’® 

The victorious magical fraternities are then superimposed on 
the clans and on the tribes, without dissolving in them and with- 
out dissolving them directly. The most powerful chief, magically 
and economically, becomes king, and the members of the cor- 
responding fraternity become his “suite,” that is, the police, the 
army, the governmental apparatus of the rising state. But the 
magical fraternity, victorious over the religious clan and trans- 
formed into the apparatus of the state, becomes, so to say, a 
prisoner of the vanquished. It places itself, starting with the 
magical king-chief, at the disposal of religion and of its priests, 
and abandons its purely magical character. The common social 
power which is represented by the king and his suite remains a 
power based on religion, and the king becomes a priest, or rather 
he subordinates his old rank of prominent magician to his new 
rank of priest, retaining at the same time the vestiges of magical 
power. Magic is insufficient in itself to engender a common so- 
cial power, capable of acting in the name of the entire society, 
but has nevertheless greatly contributed to the formation of the 
political power of the state, for it helped to select chiefs and 
their suites, it protected and sanctioned their power, it tended to 
turn aside the common social law of the group for the benefit of 
the individual right of the king. 

Thus the setting up of the state and the royal power-is due to 
the rival action of magic and religion, as well as to their com- 
promises. The concentration of the social power of the clan in 


19 See Gurvitch, Essais de sociologie, op. cit., pp. 226-35 and 274-76. 
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one political organization, the state, which is remote, abstract 
and domineering, and the formation of a charismatic elite mo- 
nopolizing that power, are in great measure the results of a 
partial victory of magic over religion. But at the same time re- 
ligion here partially triumphs over magic: it subordinates to the 
priesthood a part of those magical fraternities which have con- 
flicted with the clan, by integrating them, as dominating organs, 
in the organization of the entire society, the base of which re- 
mains essentially religious. These, we believe, are the main 
factors of the complex situation: magical, economic, military 
factors on the one hand, religious on the other hand, operating 
as rivals to constitute the state and royal power. 

We can conclude our study by stating that the clear contrast 
between mana and the sacred, the immanence and the tran- 
scendence of supernatural forces, is indispensable not only to 
describe their isolated action upon some primitive juridical in- 
stitutions, but also to make clear their concomitant and con- 
certed action on others of these institutions. 


(New School Ecole Libre des Hautes Etudes) 
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WILL TO POWER 
An Inquiry by Trial and Error 


BY KURT RIEZLER 


Tere is much loose talk about a fundamental urge in human 
nature called the will to power, glorified by some and abhorred 
by others. If we ask what this will to power wills, most answers 
waver, few enlighten. A mere name, it seems to mean anything 
from a man’s joy in violence and cruelty to the desire of a mathe- 
matician to master his number-world. Is there a single quality 
common to the various meanings and entitled to a name? 

Take a group in which power is not yet institutionalized—the 
Chicago gangs, inquired into by Mr. Thrasher,’ or any class of 
school boys whose life is not completely regulated by parents and 
teachers. Some boys enjoy commanding, others eagerly follow 
their lead. Capacity and desire to lead or to be led may be dis- 
parate. Both the impulse to command and the need or readiness 
to obey differ in intensity. Thus at the outset we are confronted 
with the mystery of the human soul, capable of “devotion” as 
well as of “will to power.” 


I 


Let us assume that a leader wishes to dominate a group, and 
review the means he might employ. 

Coercion. The leader is physically stronger and can thrash 
others. He can punish: others obey through fear. Superior 
strength alone, however, will not suffice. The leader must have 
the will to use it. The arm of mere force is short, and the others 
disobey when the leader’s will weakens. The arm of force has 
been greatly lengthened by modern techniques for all leaders 


1 Frederic M. Thrasher, Gang; A Study of 1313 Gangs in Chicago (Chicago 1927). 
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who know how to use these inventions and withhold their use 
from others. 

Rewards. The leader may be the only one who has an auto- 
mobile: the others kowtow to him in order to get a ride. Fear 
and hope together are stronger than either alone. Hope without 
fear, interest without force, are often weak—not only in school. 
Hope, frustrated, grows impatient; fulfilled, it tends to forget. 

Prestige. What sort of superiority is there other than of muscles 
and rewards? I venture to say that the best student is seldom 
the “natural” leader. There are diverse sorts of superiority. The 
leader may “know the ropes,” be a daredevil, not stop at any- 
thing, possess a particular skill, be a politician, capture the affec- 
tions, get away with anything, have more initiative, greater en- 
durance or resourcefulness. 

Certain other sorts of superiority need special emphasis: 

1. Status—The leader may be the fortunate possessor of in- 
herited authority—a Daughter of the American Revolution, 
grandson of a president, nephew of a movie star. 

2. “Charis’’—The leader is charming; he is so likeable. Others 
delight in pleasing him. The leader rewards them by smiling his 
not yet famous smile; he punishes by looking away. Such is the 
power of charm. The Greeks called it charis. This source of 
power has been potent until recently. To attribute charisma to 
leaders who are conspicuous by their lack of charis would be as 
absurd as to derive canis from non canendo. 

3. Deception—The leader may have a gift for seeming to be 
what he is not—to be stronger, shrewder, cleverer than he is. 
Boys are not so easily deceived as nations. 

None of these superiorities, genuine or pseudo, will bring 
about real domination without one essential—a stronger will. 
Will, will power, strength of will, are on every tongue. I doubt 
that, as in the case of intellect, quantification does not blur the 
far more important qualitative diversities. I modestly propose a 
distinction that to me seems both necessary and useful. 

Every portion of the mysterious thing physicists call matter is 
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surrounded by a field of force—in classical physics matter itself 
is a field of force. I dare say every human being is surrounded by 
a mental field, which is a field of force. In mental contact with 
any other person you enter a vectorial field, which demands a 
certain behavior: you respond unconsciously by a certain “ad- 
justment” to the human style of that person. You change your 
manners slightly, you lower your voice. Or you do not, and so 
you must make an effort to resist. A lady’s will may be weak, yet 
her mere presence may impose a line of conduct on other people. 
An atmosphere surrounds her, a realm of norms and codes, to 
which we are responsive. Her mere presence entails a field of 
force. Personalities differ in weight. Let us call such a field the 
static field of personality. 

The field is not by itself the “stronger will.” Even matter in 
physics seems to be more than a field of force. Physicists speak 
of matter as a “dynamic agent,” producing and inducing fields. 
We may use this term for the mysterious faculty of a human being 
for generating particular fields by commanding this or that—a 
potential creativity of fields of force. We should differentiate this 
dynamic faculty from the static field of personality. 

Human beings in general do not know what to do. The leader 
is keen on making decisions. If you like to think “I love you” 
was the first sentence ever spoken by man, the second was cer- 
tainly “I will, you ought.” Whenever someone enjoys command- 
ing, someone else eagerly obeys. Everyone realizes that he must 
put some strength into his commands. A man learning to ride 
a horse, a hunter calling his dog, knows that the animal has a 
mysterious awareness of the real strength of the will behind com- 
mands. If it doubts this strength, horse or dog goes its own way. 
When a political speaker faces a crowd he must feel sure of his 
will to master it. There is something called the “stronger will,” 
whatever it may be. 

Enumeration of the means a will to dominate might use, how- 
ever, is misleading. It emphasizes technique. Machiavelli does not 
question power: accepting the end, he inquires into the means. 
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He would advise the would-be leader of a gang to combine as 
many of these means as he can, and to find substitutes for those 
he lacks, or to build up a fiction. If he is deficient in physical 
strength, he should look for an aide who, as an ideal soldier, has 
muscle if little judgment. With threats and rewards he can keep 
his adjutant under his thumb, entangling him in ways that make 
him dependent or reluctant to face exposure. The leader should 
have at least one other aide to check up on the first, and the 
various aides should dislike one another. If the leader is not of 
the elite he should invent a yarn that endows him with some 
authority. He may say that his great-grandmother was given a 
son by Napoleon, returning from Russia through the leader’s 
ancestral town. Many tyrants in history have traced as fantastic a 
lineage. Unlike them, the leader in school can neither appoint 
an oracle to reveal that his grandfather was the grandson of 
Heracles, son of Zeus, nor hire a poet to sing the epic of his 
grandmother’s and Napoleon’s love. But so far as this Machia- 
velli for boys teaches a mere technique, he too may accept the 
inefficiency of morals or the immorality of efficiency. 

If we take mere technique as our guide, we go astray. We are 
bound to emphasize the efficiency of different means whose end 
is presupposed to be one and the same: power. But dominance 
by force and by charm produce different sorts of relations be- 
tween human beings. Domination or dominance are relations be- 
tween human beings and must be determined and differentiated 
in terms of such relations. 

The Emperor Wu, as the wise men of old China report, looked 
southward in perfect calm and the empire was in order. You 
might well say that he established a record of power for all time, 
though none ever aimed at so high a mark again. The opposite 
type of powerholder is more familiar. Difference in means is 
a difference in ends and results—and certainly in motives. 

The list of means, moreover, is not even complete. We cannot 
isolate the relation between the leader and his followers. They 
are related not only to one another; the activities of each are con- 
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cerned not only with the others but also with a world that puts 
questions and demands answers. Their relations to one another 
are what they are in reference to activities in which each wrestles 
with and woos the whole of his world. Human beings dominate 
or obey with respect to this wrestling and wooing. 

A boy has an idea that something should be done. His passion 
is contagious. He dominates the others by his devotion to a cause 
he succeeds in persuading the others to adopt. His power over 
them is the strength of his devotion and the role the cause may 
play in their relation to their little worlds. In history this is the 
richest source of the greatest power. Thus devotion to a cause 
seems to be a means to power. 

Here the question arises: what does a powerholder primarily 
want? The cause or the power? Power for the sake of a cause or 
a cause for the sake of power? Only in extreme cases is the answer 
simple. Means are ends and ends means. Man and cause resist 
separation, even in cases like Mohammed and Ivan the Terrible. 
There may be no either-or. Perhaps human beings with either 
the will to power or devotion to a cause strive for something that 
is neither personal power nor an impersonal cause. 


II 


Starting from the means that the will to power can tap serves only 
to outline the breadth of the problem. I dismiss the means and 
proceed to the motives. The leader, we are told, enjoys his 
“power.” Power seems to be the greatest of the five sweetnesses 
of life, whatever the other four may be. What is it that makes 
power so sweet? Human beings, says Hobbes, have infinite appe- 
tites and desires. They want power in order to satisfy their de- 
sires — power as means. Certainly. This man, however, wants 
power—domination for domination’s sake. History hardly re- 
cords a man coming to real power who desired it merely as a 
precondition for satisfying other appetites and desires. 

Certainly this meaning of power accompanies it throughout 
all its manifestations and mixes in all its phenomena. But it is 
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hardly power’s chief or entire sweetness. ‘Today’s power is means 
for tomorrow’s power. Power produces power. For “the nature 
of power,” says Hobbes, “‘is in this point like to fame, increasing 
as it proceeds, or like the motion of heavy bodies, which the 
further they go make still the more haste.’ Or like money, the 
essence of which is to be a quantity of means. Power, however, 
like money, if used to satisfy appetites and desires is more likely 
to destroy than to produce itself. 

The sweetness of power as means, however great, is but acces- 
sory. Hobbes, in calling a particular desire “vanity,” goes beyond 
his concept of power as mere means, abstract potentiality. Van- 
ity is a feeling of superiority, of the triumph of being foremost. 
In this formula both the will to power and vanity lose their 
specificness. Though in many cases they merge, there is will to 
power without vanity, vanity without will to power. The vain 
man may dispense with power; the really powerful man with 
vanity. The youngest secretary in any government department 
always knows some individuals who are content with show, pub- 
licity, footlights and decorations, and are happy if someone eise 
makes the decisions, and others who shun the light and crave 
to pull the strings behind the scene, although the average civil 
servant combines average amounts of vanity and will to power. 

Hobbes goes a step further. Wounded vanity demands revenge, 
frustrated revenge generates hate. Modern psychologists speak of 
a “compulsory power drive” originating in frustration, revenge, 
hate, resentment. Although none can deny, in face of evidence 
open to all, that this compulsory power drive is potent not only 
in family tyrants but throughout history in powerholders of a 
particular kind, will to power cannot be restricted to this species. 

Nietzsche does not determine the meaning of power in his 
“will to power,” which to him is man’s fundamental urge. He 
differentiates, however, between a will to power that he scorns 
and a will to power that he glorifies. ‘The first is the modern com- 
pulsory drive—through weakness and resentment; the second, 
will to power through strength enjoying a superabundance of vi- 
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tality. His emphasis is on an activity that overcomes resistance. 
Man, in overcoming resistance, realizes a potential splendor. 
Nietzsche’s strength lies in the refined and differentiated analysis 
of different sorts of will to power, his weakness in a unification 
that has no basis other than the sameness of a word. 

You may say that man’s joy is in his own realization. The 
potential singer enjoys his actual singing, the orator his speak- 
ing, the skier his racing down the slopes. But why domination— 
whence power’s distinction? If it is mere activity, why not throw 
stones, chop wood, beat off the heads of thistles? A boy who de- 
sires to dominate may do all these things, but as substitutes, with 
somewhat subdued pleasure. Although Nietzsche’s emphasis in 
glorifying power seems to be on man’s joy in overcoming re- 
sistance, activity as such hardly tells the story. 

Stones and thistles do not respond to Jimmy’s power in the 
way John responds. Xerxes whips the sea in vain. He cannot per- 
suade the sea to recognize him as Xerxes, the king of kings. 
Xerxes is not Xerxes for the sea, I am not I for the thistles and 
stones. You, whether resisting or submitting, respond. I am some- 
thing to you. It is this difference that matters. As we near the 
core of the problem, we should move with caution, as on dan- 
gerous ground. 

Stones may be something to me. I am nothing to stones. Stones 
are not beings in and for themselves, to which I could be some- 
thing. Human beings have their being in themselves, in se ipsis, 
not only by virtue of a relation to something else, ad alium. Such 
beings are called subjects, or by an older and now emasculated 
name, “substances.”’ I do not want to dwell upon the metaphysical 
problem. The distinction is obvious: you are not a stone. You 
are a being to whom I can be something: the leader, the master. 
In your being a servant, a slave, a follower, I am a master, a 
leader to myself. I need you. I depend on you. By my very will 
to power there is a weft of servitude in my domination. Leader 
and follower receive from and return to each other a share in 
their reality. This holds for all human or social relations. It is 
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at the bottom of our existence and was true before anyone dis- 
covered that humans associate for mutual protection, food or sex. 

In being something in and for ourselves we are something to 
others—in being something to others we are something to our- 
selves. The leader needs a follower. To be a master at all, he 
must be a master to someone. For this reason above all others, 
Robinson needs Friday and has ever needed him. 

Now we have reached a common ground, on which will to 
power and vanity can be differentiated. In all human relations 
and in all passions that rule these relations, our “being-to-our- 
selves” and our “being-to-others” are correlated. Here will to 
power borders on vanity, desire for glory, ambition—even on 
love, hate, devotion. All human passions are born together in 
one birth of the same mother. 

There is a give and take between our being-to-ourselves and 
our being-to-others, occurring in many shapes and ways. One way 
implies the possibility of all the others. A man capable of a will 
to power must be capable of ambition, love, vanity, hate and 
devotion. The potentialities inhere in one another. The different 
human passions, instincts, urges are not side by side, gathering 
in a casual aggregate. 

Will to power and vanity are different ways in which our 
being-to-ourselves is interrelated with our being-to-others. Vanity 
is contented with admiration. We enjoy the favorable opinions 
of others, their praise of our beauty, our skill. We mirror our- 
selves in the opinion others may have or pretend to have. We 
enjoy the lies they utter, even when we know they are lies. 
Vanity can feed even on appearances. Will to power is not so 
easily satisfied. It may despise appearances and disregard praise. 
It demands real, not imaginary food. 

Let us assume a leader who demands the real thing. The 
others must be compelled to realize that the master lays down 
the law. Stones do not realize it. My power depends on your feel- 
ing that it is power. You must feel it and behave in accordance 
with my will. Some leaders may be content with followers who 
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unconsciously follow their lead. Most leaders, however, seem to 
prefer followers who are aware of their servitude. Is it vanity, 
or only joy in an activity in which the leader, breaking down 
resistance, actuates his “Self”? Each individual case may demand 
an individual answer. Oderint dum metuant. They may hate, 
so long as they fear. This political device is withal a statement 
about psychology. You can change it and say Metuant dum ament. 
They may fear, so long as they love. In any case, whether through 
love or hate, the master is something to others, and is returned 
by them to himself as the master in their love or hate and fear. 

Vanity, ambition, desire for glory may be differentiated as 
different forms of a similar give and take. Admiration, renown, 
fame, honor—in them all we are something in and for ourselves 
by virtue of our being something-to-others. 

Should this petty feeling of a superiority in which the master 
enjoys being the master in the servitude of others who obey really 
be able to account for the sweetness of power, the desire of which 
is said to push and pull men in all countries and ages as the 
strongest force in history? 

But we cannot isolate this sweetness. It is not so petty if we 
keep in mind the first sweetness of power—means for satisfying 
all kinds of appetites and desires; and the second sweetness— joy 
in mere activity, especially since power as activity lets power as 
means grow by itself. Should we not derive power’s supreme de- 
light from the suffusion of these sweetnesses with vanity? After 
all, this suffusion should not be less sweet than any power might 
be expected to be. 

A man may want to dominate others in order to use them or 
their services or their property as means for satisfying his appe- 
tites and desires. He may at the same time enjoy his activity in 
breaking their resistance, feed his vanity on their submission 
and even sip from their suffering the honey-sweet drink of revenge 
for his own pains or frustration. Could we not, if we accumulate 
these different sweetnesses, understand the lure of power? But 
then will to power is no longer the unity of a fundamental urge. 
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Yet again this aspect is wrong. It can tell only one side of the 
story. It isolates the relation between the dominating and the 
dominated. Human beings and their relations to one another are 
what they are in relation to other things, to an environment, to 
something we call the world. The give and take in the interrela- 
tion of our being-to-ourselves and our being-to-others occurs within 
the broader context of the interrelation of man and the world. 

The terms environment and world are ambiguous. Environ- 
ment is not the physical environment. It is what the things sur- 
rounding you are to you, not to the physicist. World means your 
world of action and behavior. The two terms are not merely dif- 
ferent names for the same thing. Environment means an aggre- 
gate, the sum of things around you. Your relation to your environ- 
ment is a composite of single stimuli and single responses, in which 
you are related to single things. World means a whole, a totum, 
not a compositum. We live in a space which we embrace and by 
which we are embraced. This space has a “‘whole-structure.” It 
may be narrow or wide, loose or close and firm. The Russians and 
the Swiss live in different mental spaces. The whole-structure of 
their worlds is different. World and environment are not the same, 
although they depend on each other. Changes in our environment 
may or may not affect the whole-structure of our world. Changes 
in this whole-structure cannot help altering all single relations to 
all single things in our environment. This may happen, for in- 
stance, when we fall in love, seriously and for the first time. The 
relations between leader and follower, master and servant, are 
what they are in relation not only to the single things and condi- 
tions in their environment but also to the world in which they live. 
Man does not merely respond to an aggregate of stimuli. He builds 
up his world as a whole in which he lives. He goes on building, 
never stopping as long as he lives. To what stimuli he responds 
and in what way depends on the whole-structure of his world. 
Human life is wrestling, talking, quarreling with the whole of a 
world, a give and take in which we and this whole determine each 
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other. The process can by no means be reduced to the sum total 
of our wrestlings with the single things in our environment, with 
which we are connected through need and cupidity. 

Such a distinction, required by the phenomena, replaces in 
this study the usual distinction between ideas and interests. Man’s 
ideas are concerned with his world as a whole. Interests refer man 
to an environment of things on which he depends through appe- 
tite, desire, need and danger. Both world and idea have an ulti- 
mate horizon, embracing a whole. So far as our relations to the 
things of our environment depend on the whole-structure of our 
world, our interests depend on our ideas. So far as the whole- 
structure of our world depends on our relations to the things of 
our environment, our ideas cannot help depending on our inter- 
ests. The one helps to shape the other. Man never ceases to struggle 
for an agreement between his interests and ideas, or his environ- 
ment and his world. 

Let me resort to boy life, in order to avoid the impervious com- 
plex in which historical life entwines personal will to power and 
impersonal causes, interests and ideas, man’s desires and the de- 
mands of the world. 

A boy, building up his world, concentrates with some passion 
upon harassing a brook by constructing a system of dams and 
canals. Doing it alone is but half the fun. He needs others, not 
merely for help and cooperation. He needs somebody to whom 
the brook means what it means to him. He is not the world-builder 
if there is no companion. The dams and canals should mean to 
others what they mean to him. His world should be the world of 
others. He lays down the law. Others obey, happy to participate 
in his world. The boy is enthusiastic about his construction. He is 
devoted to a cause, and he demands from his companions the same 
devotion. Now we are confronted in both domination and sub- 
mission with a new element in the structure of power—about 
which most philosophers of power are carefully silent, though the 
struggle for power in history would hardly be so great were it not 
for causes and devotion. 
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First of all, what in heaven’s name is a “cause,” since cause js 
said to be so important? The boys’ brook construction is not a 
“cause.”’ Or is it? It is if and so far as it represents their world and 
thus plays a role in building up the space in which they live. 
It would not be a cause if a mere desire or appetite connected the 
boys with a piece of their environment. Causes differ in strength. 
The source and measure of their strength is their role in the whole- 
structure of our world. In history too, odd causes compel devotion. 

Now begins a story of endless variations, in which both domi- 
nation and servitude interweave with devotion in an inseparable 
unity. Devotion to a cause can be a means of dominating others. 
Domination of others can be a means of furthering a cause. The 
one can be as true as the other, in the same person and at the same 
time. In devotion to a cause an Ego transcends his ego and opens 
the world. But it is the Ego himself who builds this world and is 
its center in the allegiance of others. In devotion to a cause, the 
same being who, in his will to power, longs to be the center of 
others’ worlds, craves to have his own center outside himself, 
enjoys and escapes his Ego. 

The companions begin to share the devotion of the leader. The 
idea was not theirs. They would not have animated the brook and 
changed a thing of their physical environment into a world of 
imaginary meanings. The leader builds up the world of his com- 
panions. Their devotion to the cause becomes devotion to the 
leader while remaining devotion to the cause: the two devotions 
intermingle. Their unity may not last. Both the boys and the 
causes go on moving. The leader detaches himself from a cause to 
which his companions still cling in obedience to their leader of 
yesterday. Power fetters itself in its own works. These develop- 
ments interact but need not correspond. Their discord tests the 
relative strength of personal will to power and impersonal devo- 
tion in the leader, of allegiance to the leader and devotion to the 
cause in the followers. In the boys’ play-life such frictions merely 
spice the game. In history they keep things moving by breaking 
tyrannies, empires, states, churches, and reversing the social order. 








op &|- ff Se | | = — A. 


QO, —_— 





“ns 

















WILL TO POWER 135 


Whether on playgrounds or battlefields, the phenomena of 
domination and submission cannot be understood if we isolate 
the relations between master and servant or link them merely to 
needs, impulses, appetites and desires, which an environment, as 
an aggregate of things, stimulates. Human beings, in their rela- 
tions to one another, wrestle with the world as a whole. Domina- 
tion and servitude occur within this process. Leaders build up 
their worlds in subduing others who resist or submit, who cling to 
their own way of building their world or accept the leader’s world 
as their own. The leader’s world-building takes place in his fol- 
lowers, theirs in him—the one through power, the other through 
devotion. 

What about power’s sweetness? A new element enters the scene. 
Devotion, too, has its sweetness. Its sweetness and the sweetness 
of power join in one and the same river, and no chemist of the 
human soul can separate their waters. 

This new element, however, changes all the others. Man, tran- 
scending the ego, builds up a world and by virtue of his devotion 
gets back a greater ego that is no longer merely an ego. Now his 
appetites and desires are not mere appetites and desires, his vanity 
not mere vanity, his activity no longer activity for activity’s sake. 
But it is through others that man’s devotion works this miracle. 
The Ego and the Tu need the world. The Ego and the world need 
the Tu. Life as well as history breathes in concords and discords 
that create and destroy one another. 

Will to power has not the unity of a fundamental urge. It has 
different sources, whose waters can but must not unite. History, 
the great mixer, never mixes two identical drinks. Every case is 
unique, although the ingredients remain the same. Man, the ever- 
changing animal, is and will be what he ever was. 


IV 


If the unity of a will to power is cut into pieces, that does not 
mean that the pieces can be put side by side or that a list of un- 
connected motives, impulses or instincts answers the question. ‘The 
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enthronement of fundamental urges, such as will to power or 
libido, from which all the other motives should be derived, owes 
its lure to the deficiency of such lists. But the unity it achieves is 
merely the unity of an undefined word. Man’s different urges, im- 
pulses, motives, instincts can neither be put side by side nor forced 
into the unity of such a fundamental urge. 

Man’s passions and emotions can be differentiated in terms of 
dynamic relations between Ego, Tu, We and the world. If we 
could share Spinoza’s ambition and know the human heart as a 
system of geometry, we might deduce love from will to power, 
changing one of the parameters that describe variable relations 
between Ego, Tu, We and the world. Fortunately we do not know 
the system and are permitted to enjoy its puzzles. But whether 
we know the system or not, there are rules. All passions are born 
together. All are ever present as potentialities of the human soul, 
and each implies all the others. 

The variations are countless, their richness is inexhaustible. It 
may happen that, through devotion to a common cause, domina- 
tion and submission develop into friendship and love. They may 
remain domination and submission and yet all may be changed. 
When common devotion creates friendship it creates a “we.” This 
“we” assumes the role of the world in which I and You live and 
becomes itself a cause. Causes produce groups. Groups produce 
causes. Finally groups are causes. Within the ideal group, ani- 
mated by something we call love, mutal domination means mutual 
submission. If there is a leader, he may dominate not me and you, 
but the ‘‘we.” I and You may be devoted not to the leader but to 
the “we.” There is no ideal case. Our hearts always combine what 
our brains try to divide. I may love you and be devoted to the 
we, and yet enjoy an Ego dominating a Tu. 

As a leader in his devotion to a cause escapes the prison of the 
ego, the role of vanity in his domination of others decreases with 
increasing devotion. Vanity refers the cause to the ego. Devotion 
refers the ego to the cause. Yet man in transcending himself re- 


2See my article “Jack and Jill” in Social Research, vol. 6, no. 4 (November 1939). 
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mains the ego, and vanity, like man’s shadow, longer or shorter, 
never leaves man. 

I may be pleased at your devotion, yet a thread of disappoint- 
ment mingles with this pleasure. Will to power, though demand- 
ing devotion, is activity; activity needs resistance to break. I can 
hardly have it both ways. I need two people, the one’s resistance 
and the other’s devotion. In history lust for power seeks and 
always gets two sets of people to dominate. 

It is the paradox of power that he who encounters resistance 
longs for devotion, he who has but devotion craves resistance. Men 
in power who have two sets of subjects need not worry about the 
paradox. In extreme cases a historical leader in a dictatorial or 
imperial role slashes like an angry ape both against the devout for 
their nonresistance, and against the resistant for their nondevo- 
tion. This holds for conspicuous cases in which a leader whose 
will to power feeds on revenge and hate yet tries to escape his 
distorted self in a morbid devotion to an imaginary cause. 

Most of such will to power is insatiable; it is bound to break 
what it needs and to need what it wants to break. Will to power 
does not find its sweetness in the nonresistance of an object of 
mere cupidity. A person, a Tu capable of resisting, not a thing, 
makes power sweet. Power, destroying freedom, destroys its own joy. 

Will to power desires both the doing and the result. Mere joy 
in activity builds no empire. Rational planning must be capable 
of renouncing this joy. You cannot interpret the struggle for power 
in history in terms of rational planning and its errors. Will to 
power as activity is bound to spoil its work—by will to power, 
not by error—except in the case of the Emperor Wu. 

Frustration, revenge and hate do not occur only in the history 
of individuals. A group sets their hearts upon a cause, builds up 
a world, others destroy it. They resent the destruction of the world 
which was theirs. Hate and desire for revenge originate in devo- 
tion to a cause. The two sorts of hate may join. A will to power 
feeding on both tends to surpass all others in strength, cruelty and 
acumen—as the course and aftermath of revolutions make plain. 
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A gang fights a rival gang for a playground. The leader cannot 
help handing over some slices of his leadership. His stooges form 
an “inner circle.” The term is the same in the Chicago slums and 
in Moscow, Berlin, Rome and elsewhere. They succeed in enjoy- 
ing both their devotion to the leader in dominating the others 
and their domination of the others in their devotion to the leader. 
They transcend their egos in their being for the leader and are 
returned to themselves in both the leader’s grace and the respect 
of the others. In every hierarchy, the more subservient the stooge 
to his superior, the more he plays the master to his inferiors. They 
compete in devotion to the leader, not only for a greater share of 
his power but also for a higher standing in his favor, and not only 
because favor is a means to power. There are clerks who, to be 
happy, need both the gracious smile of the boss and the submissive 
glances of the typists. Whenever a group becomes a cause in itself, 
ambition proper makes its appearance. What you are to yourself 
depends on what you are to others. What you are to others de- 
pends on your position in the group. Any large administration 
offers ample opportunity to observe how will to personal power 
and devotion to an impersonal cause feed on each other, vanity or 
ambition joining in their growth. 

However unique each individual case may be, all kinds of dom- 
ination and servitude are not merely relations between human 
beings as separate units. All are world-building beings in a world, 
transcending themselves and returned to themselves, bound to give 
to and take from others what they are to themselves. They need 
one another not merely to satisfy appetites and desires, but also 
to build up a world in which they try to be to one another what 
they are. In this give and take all human passions interact. 

In historical life, however, the struggle for power among human 
beings seems to be more than a matter of relations between mas- 
ter and servant, their worlds and their devotion to a cause. Some- 
thing is born: not a human being, not a group, not a world, not 
a cause. A mere instrument, it assumes a life of its own, conquers 
and uses individual groups and causes, and finally claims to be its 
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WILL TO POWER 139 
own end: the state. I swell the waters of the little brook in which 
the boys build their canals and dams; call it Nile, Euphrates or 
Hwang Ho; let a leader of five thousand years ago build dams and 
canals and fertilize the soil that feeds his tribe; thus introduce 
need and hunger; extend the cause through centuries, and find 
after some generations a king heading the first modern state, 
grown out of the construction of dams and canals, demanding 
long-term planning, experts in engineering, calculating, account- 
ing and taxation. A material and mental world centers around the 
river. God, the king and the river are tied to one another in an 
elaborate system of mutual pledges and help ingrained in the 
minds of the people by inherited fairy tales. Three sets of helpers 
—soldiers, writers and priests—surround the king and compete 
with one another for slices of his power and favor, and join in 
dominating hard-working subjects by the combined use of all sorts 
of spiritual and material fears and rewards. 

Power is institutionalized. It is concentrated in a machine. The 
struggle for power is a struggle to come into or remain in power, 
to get a partial or total hold on the machine, or increase its in- 
tensity and range. The political aspects of power overshadow the 
human. The shadow changes our views and may alter the names 
we use; it does not change the essence. 

Millennia pass. Groups outlive their original causes, states out- 
live their original groups. The machine poses as cause and tries 
to absolutize itself. Yet, however garlanded by both interests and 
ideas, it is but the poor instrument at hand for any use or misuse, 
source of servitude, safeguard of liberty, man’s best friend or worst 
scourge: according to whatever man’s will to power springs from, 
vanity or ambition, hate, revenge, devotion to causes, real or fake. 
The tool overpowers the worker. The machine craves efficiency 
for efficiency’s sake. 

Finally, man, the foolish idolator of an instrument, awakes as 
the slave of a machine handed over to a will to power which, swol- 
len by hate and revenge, rallies outcasts and failures, atomizes 
groups and monopolizes causes. Ruling classes of experts and fools, 
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lame and tired, chattering a lip-service to remnants of old causes, 
are punished for lacking both will to power and devotion, and 
forced to listen in stupefaction to the song of hate and destruction 
that raucous voices screech in their ears. 

The institutional aspect of power, in whatever form, can but 
unroll the old material and crumple it into new folds. Man is still 
the same, the best of all animals and by far the worst. 


Nowadays such a view is held in little esteem among learned 
scholars. The searchlights of scientific analysis controlled by a 
specific way of putting particular questions are turned in another 
direction and, like all searchlights, are bound to darken further 
the unlighted area. 

I have tried to determine will to power in terms of relations 
between I, you, we, environment, world, being-to-oneself and 
being-to-others. I have tried to hint at the possibility that other 
passions—vanity, love, ambition, devotion—could be determined 
as different kinds of relations among the same terms. These terms 
do not depend on material objects and conditions. Perhaps we 
ought not to allow our conceptual scheme of a world of objects 
to creep into our determination of human passions, lest we be 
fooled by our own methods into a sort of relativism that is but 
the result of the frame of reference we choose. 

The terms I have used concern structural elements and relations 
within the life of man as a finite being among other beings in a 
world. They endeavor to articulate the ‘existential situation.” 
Although they do not pretend to be final, they may indicate a 
way to rediscover the link that connects the diverse human pas- 
sions and impulses and come to an understanding of why the 
being called man, if capable of the will to power, is also capable 
of vanity, love, devotion, hate and shame; likes to play, lies or 
seeks the truth. Thereon, however, hangs a long tale. 


(New School Graduate Faculty, 
on leave at University of Chicago) 
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“FULL EMPLOYMENT OF RESOURCES’”’ 
AND WAR ECONOMY 


Tue theory of war economics no longer produces any new discov- 
eries. The first World War taught the lesson so fully and completely 
that everything which now occurs and is necessary in the economic 
sphere appears as only a repetition of former experiences. The reason 
is easy to see. The war of 1914-18 was—in Europe, although its char- 
acter was not nearly so pronounced in this country—the first total 
war of modern economies. It had not been so premeditated, had not 
been so planned. Its economic procedures developed empirically, 
gradually, by trial and error. No wonder that at first sight many of 
them, such as the regularly repeated flotations of war loans for bil- 
lions of dollars, were considered miracles. It took some time before 
we were able to analyze their real nature. Today these former myster- 
ies are nothing but routine. We know the rules. The main problem 
is to apply them as quickly and efficiently as possible to the particular 
conditions of the particular country involved. 

Nevertheless, there is something for the economist to learn from 
the economics of the defense effort—not about the theory, which is 
familiar to him, but much about his own technique of presenting 
it in words. There can be no doubt that a great deal of modern 
economic writing has become entirely out of reach of the layman, of 
the general public and the average businessman as well. Earlier econ- 
omists, from Adam Smith and John Stuart Mill up to Alfred Mar- 
shall, wrote for the public; to educate and to influence the think- 
ing of laymen was in their view one of the foremost tasks of the 
learned. Present-day economists, many of them, write a kind of short- 
hand, understandable only to adepts. Theirs is an esoteric art: odi 
profanum vulgus et arceo. For certain purposes this method has cer- 
tainly led to a refinement of the tools. For other purposes it is a 
definite detriment. That the New Deal, and particularly its policy 
of public spending, has for so many years remained unintelligible 
to very large sections of the business world is not flattering to its 
interpreters, however great a part of that misunderstanding may be 
attributed to other causes, especially to deliberate misinterpretation 
by special interests and their lack of good will. This is an instance 
from the recent past. Others may be found in the present, in the 
tardy development of the defense production, as may be shown here 
in reference to a particular example. 
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During the 30’s economic discussion was focused on means of fight- 
ing unemployment. Obviously this was then the all-important, pre- 
dominant task of economic policy: setting idle men and idle capital 
back to work for the unsatisfied wants of the great masses of the 
people. But on rereading that immense discussion today one cannot 
help feeling how far most of it—in wording, certainly not in the 
authors’ knowledge— stops short of really exhausting the problem as 
shown by the defense effort. “Capacity production” is the goal. “Once 
full employment is reached” we shall have raised the national income 
to so and so many billions. “Once full employment is reached” we 
shall have to be careful with further credit expansion in order to 
avoid inflationary price rises. There is also the misfortune of “bottle- 
necks”: some particular factors of production (particular skills, ma- 
chines, tools or materials) may become scarce (not available at all, or 
not available at the place where they could be used) even before all 
the other factors have been brought into “full employment.” But at 
that point, usually, the story ends, aside from one sentence or another 
which shows that the authors could have said something more if they 
had so chosen. They did not because their whole interest was concen- 
trated on “capacity production”—and that goal seemed so remote. 

The result is that a highly static concept of the economy is im- 
pressed upon the reader. He is led to think that there exists a certain 
definitely restricted amount of the various factors of production, and 
that once they are employed up to the limits imposed by the bottle- 
necks nothing more can be done. He is left without guidance for a 
situation such as the war economy in which much more must be done, 
in which normal “capacity production” simply does not suffice. The 
delays and mistakes in the first period of the defense effort—delays 
and mistakes which have not been entirely overcome even at present 

—are certainly to be traced in part to this one-sidedness of the learned 
discussion. Again, the outcome is unflattering to the economists. 

This is all the more regrettable because it could so easily have been 
avoided. For everyone is of course fully aware of the fact that noth- 
ing can be more remote from reality than such a static concept of 
the economy. Of course everyone knows that an economy such as ours 
is not static but dynamic. This is a truism which the war economy 
brings home even to the man in the street, simply because its dy- 
namics are so much stronger than those of a peace economy. And just 
as obvious are the conclusions! to be drawn and the tasks that must 
be accomplished in order to fulfil the needs of the war economy. 
1See my article, “Conscription of Capital,” Social Research (February 1941). 
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As a matter of fact, not even the bottlenecks constitute a finality 
from which there is no escape. On the contrary, they imply a com- 
mand to everyone concerned to overcome them. And they can be over- 
come by methods regularly employed in practical life, by transferring 
or retraining men, by substituting available for scarce materials, by 
changing methods or products of manufacture. This holds true for 
any peace economy. It holds all the more true for a war economy 
which, while necessarily multiplying the bottlenecks because of the 
increased particular demand for particular factors, also makes the 
command to overcome them the more imperative. Moreover, every 
modern economy has large reserves of production factors at its dis- 
posal, far more than the visible unemployed labor and unemployed 
capital of the depression. Every boom mobilizes these hidden reserves 
to some extent. A total war effort mobilizes them totally and with 
much less resistance. Again, “full employment” of the visible unem- 
ployed, though they are of course the first reserve, is by no means a 
definite limit. On the one hand, there are the “concealed” unem- 
ployed: surplus labor on the farms, surplus labor in domestic and 
other services in the cities, women and persons below or above the 
normal working age who do not seek employment in normal times 
but can be induced to do so in an emergency. On the other hand, 
there are hidden reserves of materials of which greater use can be 
made with less “conspicuous consumption,” less waste and less hoard- 
ing. There are improvements in the technique of production which 
can be spread at an accelerated pace throughout the economy. Most 
of all, for the actual emergency of defense there is the huge reserve 
of productive labor and productive plants which can be mobilized 
by converting them from peace production to armament production, 
from working for domestic civilian consumption to production for 
defense in the broadest possible sense, including aid to allies, neces- 
sary exports, and so on. 

The last point cannot be emphasized strongly enough. What is 
needed in addition to “full employment of resources” in a war econ- 
omy is “altered allocation of resources,” a conversion of their use to 
satisfy the most imperative needs of defense before other and less im- 
portant civilian wants. Again, such a conversion is in principle wholly 
familiar to every businessman even in peacetime. He knows very well 
that “capacity production” will do him no good unless the real 
commodities produced meet an effective demand, and that for this 
reason he must continually adapt himself to any change in the de- 
mand. Between this peace experience and the requirements of a war 
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economy there is in principle only a quantitative difference. But it 
is of decisive importance, in a war economy even much more than 
in a peace economy, that the shift in the demand be taken care of as 
quickly and as completely as possible by conversion of the existing 
plants. The more this is aone the less need there will be for plant 
expansion and for the creation of new plants—which involve a dan- 
gerous delay in the actual production of armaments during the war, 
and an increased threat of overcapacity after it. Besides, the more civil- 
ian needs which can be postponed are actually postponed during 
the war through the conversion of production, the greater will be the 
civilian demand for production at the end of the defense effort, when 
the danger of depression and the cry for “full employment of re- 
sources” will again be imminent. 

A further point, scarcely hinted at in the discussion of “full em- 
ployment of resources,” shows the error of the static notion from an- 
other angle. It is not true that consumption is necessarily limited by 
the actual amount of current production. Just as an individual can 
live above his means, so can a national economy. It, too, can eat up 
its capital. And this takes place regularly in a long-lasting total war. 
Different countries will follow this practice to a different extent ac- 
cording to their different necessities. It is certainly not a healthy 
practice. It means the liquidation of formerly accumulated wealth, 
which must be restored later on by the toil of the people: a point 
which is, by the way, usually overlooked in the discussion of the 
“burden of wars on future generations.” But it is of great importance 
to be aware of the immense possible magnitude of such a liquidation. 
To think only of “inventories,” as is often done, is by no means sufh- 
cient. Still, inventories may be conceived in the broadest sense to 
include not only the stores in warehouses and shops and factories, 
and the livestock on farms, but also the tangible goods in individual 
households, such as clothing and furniture and all the other semi- 
durable and durable consumers’ goods, up to automobiles and houses 
—everything which can be gradually consumed without being imme- 
diately replaced. Even so, the liquidation can go much farther. It can, 
for instance, mobilize gold and capital investments abroad by con- 
verting them into increased imports. It can, most of all, impair the 
factors of production themselves. It can impair the human factor, if 
overwork and insufficient food and lack of medical care consume the 
nerves and the physical strength of the people. It can, in more strictly 
economic terms, impair capital, by depleting the soil if it is not given 
enough fertilizer, by devouring the industrial plants and machines if 
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they cannot be directly renewed, by doing the same to transportation, 
power plants, to practically everything. 

In terms of the present, the war economy, while not revealing any- 
thing new, reminds us once more of the well known necessary quali- 
fication in the theory of money. The “transactions” in the monetary 
equation are not necessarily equal to the amount of goods and serv- 
ices produced at the moment, even at the stage of “capacity produc- 
tion.” The transactions can be greater than present production if 
liquidation increases the flow of commodities. The sum total of pro- 
duction plus liquidation is then the t which is set opposite to m and 
v to explain p. As a matter of fact, such liquidation also takes place 
to some extent in a depression: in the sphere of the ultimate con- 
sumer as a result of diminished purchasing power; and in the sphere 
of productive capital where capital is consumed in the productive 
process and stores are diminished, while the equivalent money funds 
of depreciations and reserves are not reinvested. The difference is 
that in a depression reinvestment is postponed because of lack of 
confidence resulting from the presence of idle resources, while in a war 
economy it must be postponed if and when “capacity production” 
is not capable of satisfying both defense needs and civilian wants si- 
multaneously. The discussion of the 30’s, focused on “full employ- 
ment,” was for obvious reasons mainly interested in the problem of 
“deflation,” that is, in the diminution of the flow of money and of 
its velocity because of repayment of debts and accumulation of idle 
deposits. A war economy, for equally obvious reasons, creates an in- 
stant fear of inflation. Both problems, however, can be clarified by 
looking through the veil of money to what happens in the sphere of 
real goods. That is what the war economy most strongly suggests— 
without in the least diminishing the absolute necessity of a far-seeing 
and courageous policy to prevent inflation. 

In the meantime, the final problem which overshadowed those dis- 
cussions of the 30’s—the problem of whether or not there existed a 
“lack of investment outlets” as the ultimate reason for our inability 
to attain “full employment of resources” in times of peace—is very 
likely to make a silent disappearance in the further course of the war 
economy. The destruction and depletion of capital because of the 
war, combined with the one-sided expansions, will probably be fol- 
lowed once more by huge disproportions and dislocations. But no 
one will call the world situation which will then exist “oversaving.” 

ARTHUR FEILER 
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WICKENS, DAVID L. Residential Real Estate. New York: National 
Bureau of Economic Research. 1941. 298 pp. 


This report is based chiefly on 1930 Census data, the Real Prop. 
erty Inventory of 1934, the Financial Survey of Urban Housing of 
1934 (published in 1937) and the Bureau of Labor Statistics material 
on building permits. The author himself conducted the Financial 
Survey. Some of his results have already been published in the Na- 
tional Bureau of Economic Research Bulletins no. 65, Nonfarm Resi- 
dential Construction 1920-1936 (1937) and no. 75, Differentials in 
Housing Costs (1939). Tables and methods presented in the new vol- 
ume, however, do not simply repeat former findings but offer them 
in a more refined and elaborated form. 

The text proper is restricted to relatively brief descriptions of some 
of the main features of the new data and methods of estimating. The 
greater part of the volume is composed of tables and methodological 
explanations. In these notes there are a great many remarks of funda- 
mental theoretical importance. 

In its static aspect, the study tries to define real property’s posi- 
tion in the whole economy. The impact of the depression upon real 
estate values, to mention but a single finding, is shown in the decrease 
between 1930 and 1934 of the estimated dollar value of nonfarm prop- 
erty from 266 to 172 billions—that is, a shrinkage of more than one 
third. And yet it is true that values of many other investments and 
goods suffered greater damage during the depression. 

One point requires some reservation. The author suggests (p. 5) 
that outlying suburbs and smaller towns with lower building costs 
and rents would offer a possible solution to the problem of provid- 
ing low-cost housing for families of small income, “as transportation 
becomes available.” He does not mention the fact that this suggested 
migration from the city center to the outskirts has already created 
new problems for urban real estate as well as for business in the city 
proper. It is now almost generally acknowledged that this migration 
is by no means the best solution. The dangers of blight for large city 
neighborhoods as well as for city finances should be kept in mind. 
Perhaps the new movement for redevelopment of cities might offer a 
more natural alternative. 

A large portion of the volume is given over to statistical illumina- 
tion of values, rents and debts. Physical characteristics are represented 
by statistics on age of the structure, type (one- or two-family, etc.) 
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and building material. It is surprising to find no inquiry into the size 
of the dwelling units. Unit does not equal unit. Values and rents de- 
pend, among other factors, upon the number of rooms and the exist- 
ing facilities, and in the reviewer’s opinion it is not sufficient to 
differentiate the physical structures by the above method only. The 
Financial Survey also recognized the importance of the room as 
means of measurement. It might even be better to take the cubic size. 
Furthermore, besides the age and material of a structure, the physical 
condition itself should be considered in explaining values, rents and 
mortgage debt ratios. For this reason the Real Property Inventory 
classified structures as in good condition, needing minor or major 
repairs, or unfit for use. 

One of the most interesting chapters is the discussion of real prop- 
erty values (p. 16 ff.). There are at least three real-estate values: the 
market value, the assessed value and the owner’s valuation. Surveys 
and inventories chose the owner’s valuation, and the author accepts 
this choice. In his opinion there is partial evidence that this valua- 
tion approximates market values because of its prompt response to 
ups and downs of the cycle. The author holds that if the owner’s 
name is not mentioned he has little motive to misrepresent the value, 
and “a tendency to underestimate,” for taxation reasons, “may be 
offset by overstatements for sale purposes.” The author does not fur- 
nish proof of this theory. And what may be correct under rural con- 
ditions need not hold true for urban markets, with their much more 
complicated and unrestricted conditions. Owners tend to neglect the 
depreciation factor, often unconsciously, and therefore even if they 
consider the swing of the market they are still inclined rather to over- 
estimate than to underestimate. Owners are—in noninflationary 
times— presumptive or potential sellers; their interest lies in keeping 
values as high as possible. A check of these estimates by appraisals 
at least might offer a solution in many cases, although the whole 
procedure would become more complicated. 

But of course these small remarks can not depreciate the value of 
this book as a standard work on real estate statistics. Its merits are not 
only in its collection and critical coordination of the scattered re- 
search results of former years, but in their skilful utilization. Its 
conclusions will retain their validity for many years to come. The 
results of the 1940 Housing Census, which may be expected soon, will 
indeed find better prepared ground and deeper understanding. 

Max NURNBERG 


New School Graduate Faculty Research Projects 
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PFIFFNER, JOHN M. Municipal Administration. New York: Ron- 
ald Press. 1940. 582 pp. $4. 

PFIFFNER, JOHN M. Research Methods in Public Administration, 
New York: Ronald Press. 1940. 447 pp. $4.50. 


Pfiffner’s book on public administration, published in 1935, was 
so great a success that these two subsequent works were sure to be 
well received. Both show the author’s talent for clear and captivating 
presentation and his remarkable method of satisfying the great de- 
mand for coherent information on facts and data while at the same 
time doing a good job of scholarship. 

Municipal Administration is distinctly concerned with administra- 
tion—that is to say, it intentionally neglects the constitutional and 
legal aspects as well as the general inroads of politics, although inci- 
dentally the author can become rather frank and outspoken on po- 
litical corruption wherever a special branch of administration, such 
as police, is directly affected by it (pp. 199, 279). After some intro- 
ductory chapters of a general nature, the book concentrates one by 
one on the many branches of administrative activities. In each case, 
the underlying facts of social and economic life up to the most recent 
developments are ably described, and the ways in which conditions 
have been met in various cities are discussed. Model, and scarecrow, 
examples are given. Judicious discussion of problems and alternatives 
permeates and enriches the material throughout. If, as the introduc- 
tion modestly remarks, administrators and technicians will “find 
reading fruitful only in those chapters containing subject matter to 
which they themselves are laymen,” we may reply that in municipal 
administration everyone is a layman in the other’s field. Sociologists 
and economists also will profit from this exposition of the municipal 
scene. The chapters on traffic, social service administration, institu- 
tions, housing, engineering, public utilities, police, prosecution and the 
courts will offer them excellent help in their own approaches to 
these subjects. 

In the companion book, Research Methods in Public Administra- 
tion, the author confesses to his ideal of a “school of management 
research technicians who possess the just, wise, and omniscient quali- 
ties of Plato’s guardians” (p. 25). In fact, however, Professor Pfiffner 
is not much of a Platonist, as is illustrated by his brief statement that 
“science is not concerned with what should or ought to be,” and his 
speculation that the “scientific era in the social studies will some day 
be dated from the introduction of the Hollerith machines in the 
1890's” (pp. 8, 18). Nor is the book a methodology of the social sci- 
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ences, the methodological introduction being in fact its weakest part. 
It centers instead on practical matters, such as how to collect data, 
how to interview, how to use published and unpublished sources, 
questionnaires, field studies, case samples; how to investigate organ- 
ization and personnel management and how to report and disseminate 
research results. Disarming by its commonsense approach, the book 
caters efficiently to the real demand for just such comprehensive in- 
formation on the ways in which research is actually done at the pres- 
ent time in this country. 

In compiling his material Pfiffmer has worked as a “lone wolf” re- 
searcher (p. 225). He discusses alternatives as he has found them in 
practical use, and often adds valuable suggestions and excellent psy- 
chological warnings, for which the reader will be grateful. But no- 
where does he affect to offer more than a critical cross section of 
current methods. The European intellectuals who are now flocking 
to this country will appreciate this introduction into the research 
atmosphere of their new home. A hundred years hence the book may 
well serve to recall the methods now in use. If I too may venture a 
speculation, it is that present-day research work will not all appear as 
mature and perfect then. Much of it will amaze future generations 
as a fashionable exaggeration and a deflection from essential points. 
Yet the balance will be appraised as at least the beginning of devel- 
opments to come. And the Hollerith machine, although put to dif- 


ferent uses, will still be admired—as a tool. 
ARNOLD BRECHT 


McILWAIN, CHARLES HOWARD. Constitutionalism, Ancient 
and Modern. Ithaca: Cornell University Press. 1940. ix and 162 pp. 


$2.50. 

This book surveys those stages in the growth of constitutionalism 
which are most relevant “to the political problems facing us here 
and now” (p. vii). There is a preliminary discussion, in which a sketch 
of the peculiar character of English constitutionalism is aptly in- 
serted, of “some modern definitions of constitutionalism” (“the new 
definition of ‘constitution,’” as we find it in Paine, and “the older 
view” as expressed by Bolingbroke and Burke). Then the author de- 
scribes “the ancient conception of a constitution” (Plato’s Politikus in 
particular); “the constitutionalism of Rome and its influence” (Ro- 
man and English constitutionalism); “constitutionalism in the Middle 
Ages” (Bracton and Fortescue); “the transition from Medieval to 
Modern” (the Tudor period); and “modern constitutionalism and its 
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problems” (the constitutional struggle in seventeenth century Eng. 
land and its relevance to the questions of the present time). The final 
thesis is that “our ancient distinction between jurisdictio and guber- 
naculum,” between “matter of law” and “matter of state” (see p. 127 
ff.), “may still be a valuable help in making [an] analysis of our 
present-day problems.” For the reconciliation of jurisdictio, which “is 
essential to liberty,” and gubernaculum, which must not be enfeebled 
by political “checks and balances” if there is to be efficient govern- 
ment, “remains probably our most serious practical problem, just as 
it was in seventeenth-century England” (p. 142 ff.). 

Professor MclIlwain’s reinterpretation of the history of constitu- 
tionalism may be said to be directed against that school whose fore- 
most representative was von Gierke. “A generation or two ago it was 
the fashion to trace all our constitutional liberties back to the insti- 
tutions of the Germanic tribes as described by Tacitus” (p. 43). Over 
against this view, the author asserts that the origins of modern con- 
stitutionalism must be sought in the republican city of Rome rather 
than in the woods of Germany (see p. 45). One may wonder, however, 
whether he goes far enough in opposing the “romantic” view. He 
seems to follow this view when he divides the history of constitution- 
alism into two main phases—“an earlier and much longer” phase 
lasting up to the eighteenth century, “in which constitutions were 
thought of not as a creation but as a growth,” and “the ‘self-conscious’ 
phase, in which the people are thought of as creating their consti- 
tution by direct and express constituent action” (p. 23). This division 
is more or less convincing as long as one confronts modern views with 
those of the Middle Ages; but it cannot be maintained when con- 
sidered in the light of the classical doctrines. Aristotle could not have 
attached practically equal significance to “blueprints” of constitu- 
tions and to actual constitutions if he had thought of them as “a 
growth.” 

According to another opinion, which the author evidently prefers, 
the dividing line “between the ancient and the modern conception 
of constitutionalism” (p. 40) “must be sought . . . in the period be- 
tween Aristotle and Cicero” (p. 45). To illustrate this “modern” 
view, of Roman or Stoic origin and alien to the Greek—or the pre- 
Stoic Greek—mind, he quotes with particular emphasis Cicero’s state- 
ment “that no state can ever enact any binding law in derogation of 
[the] law of nature,” “a statement that no Greek of the fifth or fourth 
century B.c. could have dreamt of making, even supposing that he 
could have understood it” (p. 40; see also p. 37 ff.). This judgment 
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does not seem to be warranted, as is shown by such passages as Aris- 
totle, Rhetoric I 13, 2, Politics 1255 a 3 ff. and 1281 a 20ff.; Plato, 
Gorgias, 483e-484a and Protagoras 337c7-d3. One may wonder whether 
the dividing line separating ancient and modern constitutionalism, 
and ancient and modern political thought in general, must not be 
sought in the period in which political philosophers consciously 
opposed to the ancient (and mediaeval) doctrines a doctrine which 
they themselves considered fundamentally novel, that is, in the latter 
half of the sixteenth and in the seventeenth century. Professor Mc- 
Ilwain’s excellent description of the difference between mediaeval 
and modern constitutionalism is apt to confirm rather than to weaken 


that suspicion. 
LEo STRAUSS 


HEARNSHAW, F. J. C. Germany the Aggressor Throughout the 
Ages. London: W. and R. Chambers. 1940. 288 pp. 7/6. 

This book is a kind of legacy of one of the leading English his- 
torians, professor emeritus of the University of London, who happens 
to be one of the few experts on English conservatism. Moreover, it 
is a very witty and useful history of Germanism through the last two 
thousand years, occasioned by the war and intended for war con- 
sumption, although dealing with its knotty problems from a very 
learned point of view. Hearnshaw’s work is the first—and a well 
timed—contribution to a tremendous educational task before us. It 
is because of this fact, no doubt, that the whole approach is neces- 
sarily a kind of short circuit. Only in the foreword by Sir Thomas 
H. Holland is the sociological problem touched on at all, in consid- 
ering whether the persistence of tribal primitiveness in the modern 
German character is an artificial revival or mere atavism. Histori- 
cally the two hundred years since Frederick m may probably be 
more decisive than the two thousand years since the Cimbri and 
Teutons (sce Walter L. Dorn, Competition for Empires 1740-63, New 
York 1940). 

From this viewpoint it is worth noting that the author, an English 
conservative, is aware of the historic fact that there is a strange paral- 
lelism between the history of Prussia-Germany, as the aggressor for 
two hundred years, and the history of Great Britain, as Prussia- 
Germany’s “appeaser” for the same period. From the elder Wiliiam 
Pitt, who wanted “to conquer Canada in Silesia,” through Gladstone, 
the liberal, who admired those who created nations with blood and 
iron, to Neville Chamberlain, who seriously believed that “‘peace with 
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honor” could be obtained by sacrificing the smaller European na- 
tions, there is a line of tradition reciprocal to that from Frederick 1 
through Bismarck to Hitler. Certainly any educational effort to over- 
come the German tradition of aggression must start with a comple- 
mentary effort to overcome the English tradition of appeasing such 
aggression. Of Pitt’s policy our author says, with self-irony: “The 
salvation of Prussia in 1763, in fact, was primarily the work of Great 
Britain. . . . Neither in 1763, nor since, has Prussia adequately rec- 
ognized her debt to Britain. Gratitude was not a characteristic of 
either Frederick the Great or his successors” (p. 125). Later Hearn- 
shaw criticizes “the verbose, but ineffective’ Russell, who was re- 
sponsible for British foreign policy in 1859 and 1864, and “the feeble 
and muddle-headed” Granville, who had that function in 1870-7] 
(pp. 195, 205). The problem, however, would require a thorough 
analysis of Gladstone’s role in 1864 and 1870-71—like the critical 
analysis of Disraeli’s role, for instance, by R. W. Seton-Watson in 
Disraeli, Gladstone and the Eastern Question (London 1935)—and 
earlier than Gladstone the role of the Queen and of her German 
consort. 

Hearnshaw gives an ample analysis of the aggressions of 1864, 1866 
and 1870-71, including characterizations of William 1 and Bismarck 
(pp. 176, 184, 205, 220). The career of aggression at that time started 
with Denmark. As Sir Alexander Malet explains, in The Overthrow 
of the Germanic Confederation by Prussia in 1866 (London 1870, 
p. 29), the seizure of Schleswig and Holstein by Prussia and Austria 
in 1864 was rightly regarded in Europe as “an act of high-handed 
violence and spoliation which the judgment of history will class as 
only secondary to the partition of Poland.” Robert Briffault, in his 
Gibbonesque history of British civilization (The Decline and Fall of 
the British Empire, New York 1938, p. 217), has summarized what 
may be the result of this twofold analysis of German and English 
history: “Through the expressed good offices of England, brutal Prus- 
sianism was encouraged to swell itself out by englobing Silesia, Po- 
land, Saxony, Schleswig-Holstein, as it has, through the same good 
offices, englobed Austria.” 

In Hearnshaw himself, Disraeli’s reverence of Austria (and Met- 
ternich) gave way to Gladstone’s criticism (pp. 166, 170). According to 
him, Austria (and the Hapsburgs) failed in their chief task. “It is one 
of the major tragedies of history that the unification of Germany 
as a national State was not effected at the close of the Middle Ages 
by the Hapsburgs, instead of being left to be completed four hundred 
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years later by the Hohenzollerns. Vienna, with the charm of its in- 
imitable situation, its close association with Classical and Catholic 
Europe, its fine tradition of art and urbanity, would have been the 
ideal center of a unified German nation that could have taken its 
proper place with the French, Spanish, Italian, British, and other 
European peoples in a gradually developing Parliament of Man” (p. 
275). This commendation of Austria and Vienna makes two things 
manifest. First, Hearnshaw knows less of Austrian history than he 
does of German, for just those values of Austrian civilization which 
he appreciates are primarily due to the admixture of elements other 
than German in the Austrian racial character (see my essay in the 
Journal of Central European Affairs, vol. 1, 1941, pp. 66-73). Second, 
this British author stigmatizing Germany’s aggression throughout the 
centuries is thinking in his heart of hearts of another Germany, re- 
incorporated into mankind. He may be right that a new Austria, 
because of her peculiar position between Germany and the non-Ger- 
man peoples of the southeast, would seem destined to play a role in 
this process of regeneration, which will be primarily one of education. 
To this process Hearnshaw’s book has already contributed much. 
ERNST KARL WINTER 


MARCAULT, J. E. and BROSSE, THERESE. L’éducation de de- 
main. La biologie de l’esprit et ses applications pedagogiques. Paris: 
Felix Alcan. 1939. 305 pp. 40 fr. 

COOKE, ROBERT L. Philosophy, Education and Certainty. Grand 
Rapids: Zondervan. 1940. 392 pp. $2.75. 

Dr. Brosse is a physician. Dr. Marcault is a psychologist. They have 
collaborated in an essay on the psychology and philosophy of educa- 
tion with the view of laying the groundwork for the education of the 
future. If their contribution is somewhat redundant and repetitive, 
it is also original, eloquent and suffused with a reverence for human 
personality and the democratic way of life. 

Brosse and Marcault think that the life cycle of the psychophysical 
individual recapitulates the life history of the human species. They 
hold both processes to be aspects of biological evolution, and they 
regard the self or mind as a moment or phase of this evolution, which 
develops specifically according to the nodes of the integration of the 
nervous system. So far as I can make out, they assume this develop- 
ment to be vitalistic in the Lamarckian sense. Each phase of inte- 
gration—the sensory, the motor, the affectional, the intellectual and 
spiritual—takes possession, masters and subordinates to its own pur- 
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poses the phases preceding. The immanent goal is the complete au. 
tonomy of the self, such as the Yogis in India are said sometimes to 
achieve. When it is attained, the conscious self enjoys perfect psycho- 
physical health and inner and outer liberty. Instead of merely re- 
peating the past, as heredity alone would compel it to, it functions 
creatively, it develops novelty and variation. The task of education 
is to conform itself to the inward biopsychic phases, and to facilitate 
individuality and variation. In the future, teaching will entirely cease 
to be instruction and become truly education. 

The authors discern intimations of the future in the educations! 
adventures of Montessori, Decroly, and the Dalton Plan people, but 
they seem to be entirely unaware of the principles and practices 
of the progressive education movement in the United States and their 
origins in the work of John Dewey. To the disciples of this move- 
ment, pacemaking to educators the world over, the vindication of 
their doctrine and disciplines in such a different way from such 
different sources should at this time be more than welcome. 

As for Robert L. Cooke, Ed. D.—he is after “certainty.” By cer- 
tainty he means dogmatic faith in the Christian scheme of salvation. 
It is of course a foregone conclusion that theories of existence and 
philosophies of education which deviate from that faith cannot be 
any good, and thus that hardly any philosophy of education can be 
any good. 

H.. M. KALLEN 


RICHES, CROMWELL A. Majority Rule in International Or- 
ganization. Baltimore: Johns Hopkins Press. 1940. 322 pp. $2.75. 
The historian of international relations is apt to overlook the mul- 
titude and development of supernational organizations which sprang 
up about the middle of the nineteenth century, and survived great 
political crises such as the first World War. He is even less aware of 
how widely the majority principle, in this realm, expressly or in 
actual practice has come to replace the “classical” rule of unanimity. 
Riches, who in an earlier study has shown the role of this principle 
in the practice of the League of Nations, now presents an extremely 
thorough and comprehensive survey of “the trend from unanimity to 
majority decision” in the general field of international organization. 
Practically every body, union, committee in this vast domain (with 
the exception of purely private organizations) is included, from the 
International Bureau of Intelligence on Locusts and the strangely up- 
to-date sounding Committee of Experts on Slavery, to the International 
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Labour Office. A study is made of the means—often rather devious— 
by which majority rule was achieved: plural voting, colonial votes, etc. 

Although the book is not intended to deal extensively with the 
social-political aspect, it contains ample raw material not only for 
the lawyer but for the political scientist. Here are some of the con- 
clusions at which the sociologist of international relations may arrive: 

1, The unanimity rule, consequence of the principle of state equality 
and sovereignty, has a dual function, making for international an- 
archy by hampering the creation of a group will, and at the same time 
protecting the freedom of.smaller states against oligarchic tendencies 
of stronger ones. “Progressive” internationalists have often overlooked 
this second aspect. 

2. If the trend toward majority rule clearly favored the integration 
of international society in technical and related fields, as abundantly 
proved by the author, a corresponding but extra-legal, unformulated 
and often unnoticed trend toward “less-than-unanimity” in the political 
sphere decidedly made for the formation of an aristocracy of great 
powers, thus giving modern international society an oligarchic char- 
acter. Most of the “public law of Europe” —such as political frontiers, 
the status of international straits and canals, etc.—was laid down by 
a concert of powers, not by unanimous agreement of all sovereign 
states (of which the smaller, sometimes, were themselves created by 
fiat of such a concert). Behind the ideology of “free consent” there 
has often been even minority rule in political matters, while in tech- 
nical fields dogmatic adherence to unanimity often hampered progress. 

3. The rise of international organizations coincided with a com- 
paratively far-reaching effacement of the state, and had its greatest 
success where intra-state groups, relatively independent from govern- 
ments, were allowed to run international bodies. As the author shows 
in many instances, experts in this case were always more efficient 
than state officials such as diplomats, or than state ideologists such 
as most lawyers: in the International Labour Office, for example, 
representatives of capital and labor from the various member states 
cooperated with state representatives. But since liberal and pluralistic 
conceptions of the state have been replaced by the trend toward 
totalitarianism, the chances for organizing international society through 
majority rule have become slim. Threatened today not so much by 
oligarchic or anarchic as by mon-archic tendencies, internationalism 


will have its day only with the twilight of the gods of the total state. 
Joun H. HErz 


Howard University 
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THE COMING ORGANIZATION FOR 
PEACE’ 


BY ALVIN JOHNSON 


Waar kind of peace ought to follow the war is everybody’s pre- 
occupation. This is a moral question, and moral questions are ab- 
solute, exempt from considerations of time and events. What kind 
of peace will actually follow the war is a question of quite different 
character. No answer can be other than provisional. Every change 
in the military situation, every political shake-up, every diplomatic 
volte face, must change the forecast. If the German spring offensive 
penetrates to the Caspian or overwhelms Turkey, if the Japanese 
invade India or Australia, if the Japanese navy is knocked out, if 
Hitler dies, Churchill falls, Roosevelt loses his grip—all these ifs 
and many more must be taken into account by anyone who dares 
to forecast the kind of peace that is destined to be. 

Some premises of the argument may be safely laid down. First, 
the war will be a long one. Whether the German spring offensive 
succeeds or fails, neither side will be completely knocked out. 
Second, the war will be fought to the bitter end. Peace by negotia- 
tion involves a fair measure of mutual trust. The democracies 
cannot trust the Axis powers, nor can the latter trust the democ- 
racies. A negotiated peace would be nothing more than a truce. 
Third, the democracies will win. 

The last premise is usually stressed for purposes of morale. Is 
there also a sound objective basis for our faith in an ultimate vic- 
tory for the democracies? The war has gone against our side, down 
to the present, except for the Russian winter campaign, Ethiopia 
and some successes on sea and land. We were ill-prepared and are 


1 Although the manuscript of this article has been studied and discussed by the 
Graduate Faculty of the New School, it is in no sense a statement of collective 
opinion. It is strictly a personal forecast, intended to provoke further discussion 
along realistic lines. 
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still ill-prepared. We have bungled matters and are still bungling 
them. We are in what may not unjustly be called the Bull Run 
stage. Democracies never acquit themselves well at the outset, as 
against well organized autocracies. It is only after democratic peo- 
ples have been fused in the flame of bitter war that their full 
powers come into operation. Today Germany is deploying all the 
powers she has. So, too, is Japan. Both countries are near the point 
where they will begin to cut deeply into their final reserves. Brit- 
ain, on the other hand, has engaged only a part, though a consider- 
able part, of her powers, and this is true also of the Dominions. 
Russia and China still have immense reserves, and the United 
States is just at the beginning of her effort. The Axis powers will 
no doubt establish themselves in many additional strategic posi- 
tions from which they can be dislodged only with great difficulty. 
But strategic positions cannot avail in this era of air power against 
superior resources, military and industrial. 

But what kind of world will it be after two or three or four 
more years of desperate war? Certainly not a happy one, with the 
ranks of the young men thinned in every country, with evidences 
of property destruction on every hand, with industry disorganized, 
with finances in confusion, and, for considerable parts of the 
world, with famine stalking abroad; and worst of all, with a tre- 
mendous legacy of bitterness and hatred on both sides. In the 
circumstances it is impossible to conceive that any nation will 
generate a leader who would have the audacity to base his political 
campaign on the slogan of “‘return to normalcy” either in the in- 
ternational or in the national field. 

In the first World War men of vision like President Wilson 
realized fully that the rivers of blood and treasure would have 
been squandered in vain if the peace settlement ran in the con- 
ventional terms of competing national sovereignties. Reshuffling 
of boundaries, imposition of indemnities, disarmament of the con- 
quered, could avail only until the forces necessary for a war of 
revenge could be assembled. Boundaries were indeed redrawn and 
new states were created. Indemnities were levied on a colossal scale. 
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The Germans were limited to an army of 100,000 men; armament 
works were in part dismantled. The victors perhaps went too far, 
and Wilson knew they might be going too far. This he regarded as 
a minor issue, in comparison with the great issue of a League pow- 
erful enough to command peace, and to revise, as time went on, 
such dispositions as proved unworkable or inexpedient. 

Wilson’s conception was too far in advance of his time. The 
greater part of the men of political influence, particularly in 
America but also in France and England, were afflicted with minds 
dusted over with the traditions of centuries. They believed that 
the world is and must remain an arena of conflicting sovereignties, 
continuously preparing to push forward their national interests 
by diplomatic juggling, threat of war, or war itself. No League, 
they argued, could check the fated historical trends of the more 
dynamic powers. For any nation safety lay in adequate provisions 
for self-defense. The League, as an effective instrument for enforc- 
ing peace, was defeated. 

Conditions have changed. The terrible storm of the world war 
now raging has proved even to the thickest witted that there is 
no adequate safety in self-defense alone. There is no longer any 
such status as neutrality. The war-makers invade and enslave, as 
they list. World organization for war we now have with us; and 
it is a foregone conclusion that the next war, if we must have a 
next war, will from the outset be a war of world organization. 
Then in God’s name, why not a world organization for peace? 
Who is there so blind that he cannot see that without some such 
organization our whole modern civilization is destined to fall in 
ruins? 

But what kind of organization shall it be? A revived and strength- 
ened league of all the nations? A league of the victorious powers? 
A hegemony of one powerful nation, or group of nations? A re- 
gional organization of groups of nations, each with its peculiar re- 
sponsibilities, but all working in a close federation? 

These are questions, it may be urged, that are not worth discuss- 
ing at the present time. We shall answer them when the enemy is 
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beaten. But the fact is, these questions are already coloring the 
policy of nations. One surmises that in our own national diplo- 
macy there are two distinct trends, one toward a league of all the 
nations, indicated in our Latin American policy, and one toward 
an English-speaking hegemony, indicated in the Atlantic Charter 
and Churchill’s visit. There are less distinct trends involving the 
problems of Russia, China and British India. Although some of us 
may prefer not to think of such perplexing issues, we can be sure 
that a great deal of thinking about them is going on, and that the 
thinking will have much to do with the ultimate policy of the 





victors. 

There are still some persons, priding themselves on their 
realism, who maintain—now only in private circles—that the 
problem of world peace would be solved if the Axis won. The 
peace would indeed be a heavy one, they admit. Germany, Japan 
and Italy would rob and enslave to their hearts’ content, but hav- 
ing crushed all military resistance, could they not crush every 
incipient revolt that might arise later? The world would enter 
upon a second Roman peace, a brutal peace, but one that time 
might soften. 

Under the assumption of an Axis victory the world would be 
divided among the three conquerors. Germany would control all 
northern Europe and Russia and Siberia up to Lake Baikal. Italy 
might be accorded North Africa and a foothold in the Balkans. 
Germany would control most of the Balkans, Turkey and the 
East as far as, and perhaps including, India. Japan would control 
all eastern Asia, the Indies up to the common boundary with 
Germany in British India or Burma. She would also control 
Australia, New Zealand, Madagascar and South Africa. As for 
the Americas, Germany would control the eastern coasts and up 
to the Continental Divide; Japan would control the west. 

Assuming, then, a complete Axis victory and the division of the 
world among the three powers, might we not say with assurance 
that for hundreds of years the world would enjoy peace, though 
an oppressive one? To raise the question is to answer it. The Axis 
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powers, formidable as they are in war, contain only a relatively 
small fraction of the world’s population. They have never learned 
the art, so characteristic of the Romans, of winning conquered 
populations to their loyal support. An enormous burden of polic- 
ing would rest permanently upon them. But what is more signifi- 
cant, their war-forged unity could not possibly survive the victory 
for any length of time. Unity based upon a common hunger for 
unlimited plunder and power is a purely specious unity. Even 
the Romans, with their marvelous diplomatic acumen, were un- 
able to maintain for long unity with the equally greedy and am- 
bitious Parthians. Even Napoleon, with his genius for combina- 
tions and his readiness to join with Russia on a basis of plunder, 
Russia to devour Turkish territory, Napoleon to dominate west- 
ern Europe, failed to establish a permanent arrangement. 

Italy would never be content with the spoils handed her by 
Germany. This might indeed be of small importance. The fox is 
never content with merely the horns and hooves left him by the 
lion. All he can do, however, is yell to the moon. The case of 
Japan is far different. Japan knows what she wants, and has the 
grit to fight for it. 

In the Indies, in Siberia, in North and South America, in Africa, 
Germans, Japanese and Italians would find themselves engaged 
in a bitter competition for additional influence. Each would be 
stirring the other’s slaves to revolt. The moral would soon become 
obvious: there cannot be three totalitarian masters of the world, 
nor even two. A new world war would be inevitable, a war ren- 
dered infinitely more ghastly by the stimulated revolts of subject 
peoples, by treachery and massacres everywhere. 

The totalitarian ‘New Order” could not be the way of world 
peace. 

Why waste time on reflections upon the consequences of Axis 
victory, when it is conceded that the Axis cannot win? Because 
many problems stand out here in full relief that will present a 
more confused outline when the victory of the United Nations 


is considered. 
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It may be remarked at once that a victory of the democratic 
powers so complete as to permit the military occupation of Ger- 
many, Japan and Italy, would present no similar difficulties of 
continued enforcement. Even though the military power of the 
democratic nations were entirely broken, the Axis powers could 
not occupy the vast territories of Russia, China and the Americas 
without a scattering of resources that would prove fatal when the 
inevitable struggle for freedom developed. A defeated Germany, 
on the other hand, ringed in by bitter enemies, a liberated France, 
Belgium, Holland, Denmark and Norway, Czechoslovakia, Poland, 
and with the might of Russia, England and the United States in 
the background, would experience the disadvantages of the cen- 
tral position which in her period of prepared offensive offered 
such overwhelming advantages. The case of Italy need not detain 
us. Once Hitler is beaten, Mussolini will disappear with his parad- 
ing Black Shirts and dramatic boasters, and the real Italy, the Italy 
of patient hard work and song and good sense, after a period of 
confusion will range itself automatically with the democracies. 
Nor would the case of Japan be disturbing, robbed of sea power 
and cut up into her several hungry islands, with unlimited occu- 
pying forces available in China. The three Axis powers, once 
down, could not possibly throw off the yoke of peace by their own 
efforts. Their only hope of early liberation would lie in dissensions 
among the victors, or in a shift toward forgiveness on the part of 
world public opinion. 

The latter ground of hope appears to be illusory. The frankly 
criminal character of the Axis assault upon a peaceful world, the 
wholesale murders, torturings, the extermination of populations 
in offending districts, the ruthless snatching of food from the 
mouths of starving populations, have established a hatred that 
will not die down until the Grim Reaper has swept away criminals 
and the survivors of their victims together. 

Today only the conservatives, like Vansittart, Munich appeaser, 
Franco supporter, would be content with thirty years of military 
occupation of Germany. The majority in the democratic countries 
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feel that the whole population of Germany is infected with Nazi 
crime, that the whole youth of Germany has been corrupted for 
life by Nazi doctrine and will remain dangerous until, with them, 
palsy shakes the last few sad grey hairs. Of course this is nonsense. 
Most Germans are the same old industrious, simple, humane— 
yes, humane— individuals they were before. Most German youth, 
like other youth, have accepted the ideology that promises ad- 
vancement. Cut out the promise of advancement, and the Nazi 
educational system, so generally lauded for its efficacy, so generally 
feared, will prove as evanescent as its opposite, Christian educa- 
tion, which in nearly two thousand years has failed to produce a 
single truly Christian nation. 

But this is beside the point. Whatever may be the state of the fu- 
ture, for the present the doctrine of the guilty nation prevails 
among the peoples who have been attacked and victimized. It 
will not down until, on the eve of Axis defeat, the real people of 
the Axis countries, tyrannized, bruised and beaten in civil life, 
the people whose sons have been thrust into the ghastly miseries 
of death under the Russian winter, the people who have seen with 
horror that the Nazis have made the name German hated through- 
out the world, rise to liquidate Hitler and his followers down to 
the most conceited and insignificant Gauleiter’s assistant, the 
Gestapo down to its most cowardly spy, his Junker and industri- 
alist accomplices, in a terrible bath of blood. 

Dissensions among the United Nations are the most plausible 
hope of a quick liberation of the unregenerated Axis nations after 
defeat. And history is replete with coalitions for the making of 
war that fell apart before the full fruits of victory had been 
reaped. In some sense this was true of the Allied and Associated 
Powers in the first World War. The United States fell away too 
promptly, and no long time elapsed before England and France, 
though officially still united, were in fundamental disagreement 
over the handling of Germany. Nor did the Little Entente pursue 
a common policy with unmixed sincerity. 

The present situation, however, is by no means a repetition 
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of 1914. Today there are no “secret treaties” distributing the ex- 
pected spoils of war. There are no Axis colonies worth mandating; 
and no nation is so mad as to hunger after real German, Japa- 
nese or Italian soil. The United Nations are all out for victory. 
Only among the American Copperheads is there any grumbling 
about the distribution of burdens, and these Copperheads are as 
few as they are contemptible. The Lend-Lease method of finan- 
cial aid precludes a struggle over war debts. And there is a far 
keener realization of the danger of a new challenge to the peace 
after the defeated powers have recovered. The United Nations 
have this menace to bind them together and no real conflicts of 
interest to hold them apart. 

These are, however, only the premises on which an organization 
for safeguarding the peace may be based. The real problem is one 
of building an organization that can act, and act promptly to 
crush any recrudescent stirrings of Nazi and Fascist scheming. 

Would a league of all the nations, the victorious powers and 
the neutrals—with the beaten powers eventually admitted—meet 
the requirements? An Assembly, debating but not acting, a Coun- 
cil shackled by the principle of unanimity—no; such an organiza- 
tion would not serve. Would a firm English-speaking hegemony 
—union now—be able to do the job? No; powerful as the English- 
speaking nations, united, would be, they could not possibly con- 
trol Europe and Asia without the support of Russia and China, 
and later, of India. 

Then how about a solid league of the Great Powers, the English- 
speaking group, Russia, China, India and the gallant Dutch, with 
other friendly nations attached, but with limited voting power 
and responsibility? 

So far as concerns the immediate problem of preventing the re- 
surgence of Nazism and Fascism, such an organization of the fight- 
ing powers would answer. America might have difficulty in work- 
ing with Russia, being cursed with a rigidity of mind that is one 
of the few remaining relics of the once noble system of Puritanism. 
But the English can work with Russia and ease off the decadent 








Sa 
of 
Ti 


ce 
fu 





| CX- 
ing; 
apa- 


Ory. 


ling 
> as 
an- 
far 
ace 
ons 
of 


ion 
ne 
to 














ORGANIZATION FOR PEACE 167 
Puritan alarms of the Americans. The English would find diffi- 
culty in working with China, the China whose people and dogs 
were excluded from the parks of Hong Kong. America can work 
with the Chinese and arbitrate between British imperial snobbery 
and grim necessity. 

These powers, with the non-voting support of the neutrals and 
the liberated peoples, could hold Germany, Japan and Italy to an 
enforced peace, indefinitely. Under the military occupation, civil 
governments could grow up, first in small cities, then in districts, 
finally coalescing into national governments that could be en- 
trusted with participation in a peaceful and democratic world. 
But the enforcement of peace upon a group of vanquished nations 
is only one of the premises of a world order in which peace may 
endure. 

If world peace is to be a reality, it must be recognized univer- 
sally that whatever happens in any part of the world is a concern 
of all the nations. Depression and unemployment, famine and 
rioting are not diseases that may be quarantined. The quarantine 
principle was tried out in the last depression in the form of ex- 
cessive customs duties. It did not work, and it cannot work in the 
future. 

If England and the continent recover promptly after the war, 
the Americas will enjoy excellent export markets. If the Far 
Eastern ‘‘co-prosperity sphere,’ China, Indo-China, India, the 
islands of the Indian Ocean, and a pacified Japan, are able to set 
up a lively interchange of products, America will prosper through 
oriental trade. But if Europe and Asia are left to wrack them- 
selves to pieces further America must look forward to continued 
depression. And prolonged worldwide depression is capable of 
destroying any organization for peace. 

It is obvious that peace, civil and international, can be assured 
only if the world organizes itself into a co-prosperity sphere in- 
cluding the whole globe. 

Such an organization will indeed work to lower tariff barriers, 
although holding aloof from doctrinaire free trade principles, in 
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a world of widely varying standards of living. It will not confine 
its action to promoting trade, but will apply methods of rationing 
in the raw material field, and will take into account the need of 
international marketing controls, such as we already have in 
special cases. But above all the international organization will 
seek to make credits available wherever necessary to stimulate 
economic progress. We are now applying widely the principle of 
Lend-Lease, not only for the support of war production, but for 
the feeding and clothing of civil populations. The close of the war 
will make imperative the continuance and development of the 
Lend-Lease system, as a matter not merely of American national 
policy, but of international policy as well. 

It is not possible to define even provisionally the form that the 
organization for economic peace will take. Very likely there will 
be a permanent international congress; certainly constant nego- 
tiations will be carried on between individual states cr groups of 
states. The textures of nationalistic and provincial economic poli- 
cies remain tenacious and can be expected to yield to world inter- 
ests only partially, gradually. But the skilful use of credit and 
market control can ultimately lower one barrier after another, 
until finally the whole world may enjoy in peace the immense 
benefits of an expanding technology, in the past devoted too pre- 
dominantly to purposes of destruction. 

The democracies can win the war. They will win it, if they re- 
fuse to be seduced by the delusion of compromise with the Nazi- 
Fascist crew, with Death and the Devil. Having won the war it 
lies in their power to win the peace, not by force animated by the 
propagandistic indictment of whole nations, not by soft dreams of 
brotherhood with case-hardened criminals, but by realistic good 





sense, which recognizes that the Nazi gangsters must be ruthlessly 
exterminated, but that the enemy peoples, miserable victims of 
these gangsters, must be lifted up and set to do their honest part in 
building the peaceful civilization of the future. 
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PUBLIC OPINION AND INTER- 
NATIONAL LAW 


BY HENRI E. A. M. ROLIN 
Definitions and Connotations 


I HAVE often thought, since my first arrival in this free country, 
about a year and a half ago, that one of the main difficulties in 
the way of a better understanding between Americans and Euro- 
peans consists in the fact that words and expressions which would 
probably be given identical definitions on the two sides of the At- 
lantic have nevertheless different connotations. It is superfluous to 
remind those who are familiar with John Stuart Mill’s System of 
Logic that connotation is the name given to that “halo” of com- 
plementary elements which are evoked by a term, and give it its 
color and life. 

This general consideration may be opportunely applied to the 
expressions that form the title above: “public opinion” and “‘in- 
ternational law.” “Public opinion” is a term of political science, 
which must be defined, in the United States and in Europe, as 
the opinion of the governed people in any country or state, con- 
cerning any decision proposed or taken by their government, in 
the most extended significance of that word. But the involuntary, 
implied and more or less sentimental reactions that occur when 
the phrase “public opinion” is heard or read contain, in this 
country, a higher degree of consideration or respect than in most 
European communities. 

Dictators, of course, in totalitarian states, at the same time de- 
spise and fear public opinion:? they try to “make” or mold it, 
eventually to poison it, with the most scientific means at the dis- 


1See Mein Kampf, complete and annotated translation ed. by Alvin Johnson 
(Boston 1939): “the limited thinking power of the masses” (from p. 64 of New 
York ed., 1941). 
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position of their propaganda services. Even in democratic states, 
in Europe, professional politicians, while they may abstain from 
poison and violence, do not, in many cases, abstain from flattery 
and misrepresentation of facts and ideas. While posing as the inter- 
preters of the popular will they knowingly or unknowingly sub- 
stitute their own thought for the wishes of the people; they act as 
incredulous priests of a pagan cult and speak boldly in the name of 
their silent gods. 

Such an attitude is quite un-American. Public opinion, in this 
country of free discussion, is a powerful reality. As Woodrow Wil- 
son put it, addressing members of the Associated Press on April 
20, 1915, it is generally admitted here that “opinion ultimately 
governs the world.” Public opinion is considered a respectable 
source of political truth, a safe guide not only through difficult 
questions of internal legislation and administration but through 
the tangles of international law and affairs as well. Such a view is 
much nearer the principles of healthy democracy than the skepti- 
cal, adulterated European attitude. 

Similar remarks can be made about the American and Euro- 
pean connotations of the phrase “international law.” One of the 
traits of the United States is her deep respect for the rule of law 
in general—a trend of mind that begins with private and con- 
stitutional law and extends to the law of nations. In this country 
the federal government not only wants foreign governments to 
observe their legal duties toward the United States; it has always, 
since the Stars and Stripes began to fly, scrupulously observed the 
obligations of the United States toward other nations. Wars of 
conquest and invasion are practically unknown in North Ameri- 
can history. International law is regarded here as a reality, to 
which respect is due. 

In sharp contrast is the European idea of international law 
(“that vague entity,” as an English author, G. T. Garratt, has put 
it). On that side of the Atlantic are a score of states, and to the 
strongest of them unprovoked aggression is not an unheard of 
event; with Germany it is traditional. Their history since the 











Rei 
ofte 
just 
esp 
ity 

con 


wh 


un 
ove 
tio} 
acu 


Th 
has 


der 
cal 
soc 
nal 
len 
ate 
ab: 


pre 
lis] 














PUBLIC OPINION AND LAW 171 


Renaissance is full of such “incidents.” International law has very 
often been resorted to mainly as a reserve of arguments for the 
justification of violence. Of course there are honorable exceptions, 
especially since the nineteenth century. The international moral- 
ity of the small democratic states is unobjectionable, and may be 
compared with that of this country. 

Thus Americans may well wonder, at the present moment, 
whether public opinion, as it exists and functions here, can exert 
a beneficent influence on international law and affairs as they are 
understood and conducted in.Europe and in the biggest European 
overseas empires. This problem is not purely theoretical. A solu- 
tion is urgently needed. The necessity for it will become more 
acute when the war nears its end. 


Public Opinion and Law, in General 


The existence of a relationship between public opinion and law 
has been the object of interesting research and theories for about 
a century and a half. It was first discovered where it is most evi- 
dent: in the field of private law. And that discovery was, histori- 
cally, a phase of the birth and development of democracy. As 
soon as it was admitted that a legislative ‘power’ is vested in the 
nation it followed as a corollary that popular will must be preva- 
lent in lawmaking and must find its expression through appropri- 
ate constitutional organs. Another implied corollary is that, in the 
absence of regular organs that are entrusted with the mission of 
preparing and enacting statutes, a slow and half-conscious estab- 
lishment of customary rules takes place, through the action of 
what Savigny called “national conscience”: a sort of inarticulate 
public opinion, a process that remains more or less mysterious. 
On the other hand, the mechanism of the influence of public 
opinion on the evolution of statute law has been analyzed with 
superior ability—notably, in regard to England, by Albert Venn 
Dicey.? Considering the importance of constitutional law for the 


2 Lectures on the Relation between Law and Public Opinion in England during 
the 19th Century (London 1905); the lectures were delivered in this country. 
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life of any state, one would expect its development to be directly 
and closely controlled by a vigilant public opinion. But the reality 
seems to be somewhat different. A great scholar, Georg Jellinek, 
who was in his lifetime the best German exponent of the theory 
and principles of public law, asked, apparently in a moment of 
skepticism or of despondency, ‘‘Does public law exist?” (Besteht 
ein solches?). Indeed, the history of continental European revolu- 
tions in the nineteenth century shows that written constitutional 
law lacks the relative stability and firmness of private law. In 
France, for instance, each of the successive political organizations 
owed its existence to force, and first existed de facto; thereafter 
a decent juridical veil was hastily thrown over them and allowed 
of their being called legal. Even when “public opinion” gives 
general directions for the framing of a constitution, nations too 
often abandon to a small group of, sometimes self-appointed, spe- 
cialists the preparation of the most fundamental texts—as if they 
were only technicalities. It has happened that a constitution has 
been, so to say, smuggled in and put into force by a trick: an ig- 
norant and astonished “public opinion” is afterwards informed 
of what has been done (compare the origin of the present “‘consti- 
tution” in Vichy France). 

What, then, of international law? Can it be considered a product 
of public opinion, an issue from it? International law is very differ- 
ent, by its nature, from both private and constitutional law. It is 
of relatively recent origin. In Greco-Roman antiquity it scarcely 
existed. During the Middle Ages the theoretical maintenance of 
the Roman empire (a remarkable instance of wishful thinking) 
and the long-protracted subsistence of the feudal system prevented 
the birth and development of a true international law. The law 
of nations was proclaimed by learned authors (Vitoria in the six- 
teenth century, Grotius in the seventeenth) and, in Europe, has 
always remained rather bookish. In this field there is no lawmaker; 
until a quite recent date there was no international court of jus- 


tice. 
As a result of the successive formation of the three main sec- 
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tions of law—private law appearing first, international law last— 
public law and international law have in many cases been built 
by a process of extrapolation, with elements borrowed from pri- 


vate law. 
Public Opinion and International Law, Specifically 


Public opinion, as I observed above, is a concept of political sci- 
ence. But its modes of formation are susceptible of being studied 
as a chapter of sociology, that is, as a complex of social phenomena, 
considered in themselves. This is not an artificial distinction. Be- 
fore playing its part in the machinery of government, public 
opinion must necessarily exist. One may venture to mention that 
some research remains to be done on the conditions of its existence 
and variations. These conditions are not always exactly the same, 
for they are affected by the object of public opinion. Thus we 
should first consider the rise, alterations and phases of public 
opinion, and then look for its relationship to the special problems 
of international law and affairs. 

A truly sociological view of public opinion must remain entirely 
uninfluenced by political tendencies. Can a politician confess 
openly that public opinion, that queen of politics whom he pro- 
fesses to serve so diligently, is not a mystical virgin, that she is not 
omniscient, that on the contrary she needs to be educated, advised 
and even led by faithful counselors? 

But honest and faithful counselors are discreet. What is said 
in the sittings of a cabinet never becomes known through them. 
All decisions are supposedly taken by the king. And there is a deep 
analogy between the reciprocal situation of a king and his min- 
isters and the reciprocal situation of a mass of governed people 
and their leaders. In both situations there is interaction. It is as 
a result of this interaction that public opinion exists: even when 
it seems to be entirely spontaneous it is rarely so in fact. Can a 
conviction rise suddenly and simultaneously in the minds of ten 
thousand or ten million people? Is it not rather suggested by a 
small number of individuals, acting sometimes spontaneously, 
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sometimes as emissaries? Whether their action be public and open, 
or indiscernible and covert, depends on circumstances. When 
public opinion is once formed its attitude is sometimes passive and 
sometimes active, even aggressive. In the second case apparent 
leaders may actually be followers. In the first case leaders act, and 
exert authority. Except in extreme instances, however,* there is 
a complex play of reciprocal influences. If you observe the tides in 
a sound, or the fight of currents, winds and waves, you have an 
analogy for what occurs when public opinion is forming—except 
that its variability is infinitely greater and probably defies any 
calculation. 

Some circumstances—the difficulty or facility of communication 
—can delay or accelerate the movements of public opinion. In- 
ventions such as printing, telegraphy, radio, do not fundamentally 
change its nature, but they increase tenfold or hundredfold the 
means of causing its agitations. 

Has public opinion ever been literally universal, on any sub- 
ject? Probably never. Its reach is more restricted—a village, a city, 
one country, several countries. So too are tides and currents 
stronger in narrow seas. 

A fundamental consideration in an analysis of public opinion is, 
of course, the matter about which it centers: it can be strong on 
one question, weak and undecided on another. In a given state 
there are always several opinions relating to any particular politi- 
cal measure or system of measures; in this respect, too, public 
%See, for example, Lord Charnwood’s Abraham Lincoln (Pocket Books ed.) pp. 
22-23: “The war of independence and of the Revolution lacked some of the char- 
acteristics of other national uprisings. It was not a revolt against grievous oppres- 
sion or against a wholly foreign domination, but against a political system which 
the people mildly resented and which only statesmen felt to be pernicious and found 
to be past cure. The cause appealed to far-seeing political aspiration and appealed 
also to turbulent and ambitious spirits and to whatever was present of merely revo- 
lutionary temper, but the ordinary law-abiding man who minded his own business 
was not greatly moved one way or the other in his heart. The subsequent movement 
which, in a few years after independence was secured, gave the United States a 


national and a working Constitution was altogether the work of a few, to which 
popular movement contributed nothing. Of popular aspiration for unity there was 
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opinion has a likeness to what Macbeth called the “multitudinous 


seas.” 
How does it react in the presence of difficulties concerning in- 


ternational law and affairs? Here a distinction must be made, 
first, between the rules that are already in force at a given moment 
of history, and the modifications of these rules—modifications 
that are introduced from time to time into a more or less static 
system. 

Lassa Oppenheim, the successor of Westlake, wrote that “the 
so-called Law of Nations is nothing else than a body of customary 
and conventional rules regulating the conduct of the individual 
States with each other.” He rightly contended that that body of 
rules rests on “the common consent of the community of States,” 
adding that “the heads of the civilized States, their governments, 
their Parliaments and the public opinion of the whole of civilized 
humanity” agree that “every State is legally bound to comply with 
the rules of the Law of Nations,” rules enforced by external power. 
In these remarks the learned author is manifestly concerned 
with the lex lata, with the global results of past evolution, with 
what is. 

Unfortunately certain reservations must be made concerning the 
real nature and value of that blind adherence to rules which spe- 
cialists alone can understand and state—especially since no illu- 
sions can be entertained about the present unsatisfactory situation 
of international law itself. Does “public opinion” realize that, up 
to the present, the elementary distinction between facts and rules 
of law has remained largely theoretical in the international field, 
that too often jus oritur ex facto (for instance, considering con- 
quered territories, after a shamefully short time, as legitimate pos- 
sessions), that the main division of international law is still be- 
tween jus pacis and jus belli, in other words, between rules for the 
time when the law is observed and rules for the time when it is 


not? 
What is more important than a “public opinion” about a body 
of rules of which the public is ignorant, is the influence of public 
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opinion, if any, on the solution of particular difficulties concern- 
ing measures to be taken, such as the conclusion of a treaty, or in- 
ternational affairs in general. 

An effective control of foreign affairs, through the medium of 
public opinion, is more difficult than an effective control of inter- 
nal administration. For this there are several reasons, operative 
even in times of peace. 

In the first place, diplomacy is, by its very nature, one of the 
most arduous pursuits that can be undertaken by humankind. It 
is so exacting that in every country and every century only a small 
number of specially gifted individuals are equal to the task. Real, 
farseeing ‘‘masters” in that department of government activity— 
such as Richelieu, a William Pitt, a Bismarck, a Leopold 11 — are 





probably no less rare than are creative geniuses in science or art. 
It is true that even when such men are in power, control, through 
public opinion, might be useful: even they commit errors. But 
there is a possibility that such control might eliminate superior 
talent, or thwart it.. 

Furthermore, the machinery of parliamentary control is better 
adapted to its aim in regard to internal problems, of which good 
citizens, if they are sufficiently intelligent, are not entirely igno- 
rant. 

Finally, control presupposes a certain amount of publicity, 
which is extremely difficult to reconcile with the requisites of suc- 
cess in international policy. Lord Chesterfield’s remark that “‘with- 
out dissimulation no business can be carried on at all’’ is particu- 
larly applicable to international affairs. 

One of the best studies of the relationship between public 
opinion and international affairs has been written by Geoffrey T. 
Garratt.> He shows that before the present war there were, out- 
side the circle of small democracies, “‘very few countries whose 
people had any real control over their foreign policy, or their 
armaments” (pp. 83-84), and his conclusion is that “democracy 


* Letters, May 22, 1749. 
5 What Has Happened to Europe? (Indianapolis and New York, 1940). 
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functions far less effectively in foreign affairs than in ordinary 
domestic matters” (p. 331). 

In Russia, writes Garratt, ‘“Lenin, Trotsky and Stalin have en- 
couraged their subjects to criticize the bureaucracy with the great- 
est freedom, so long as their attacks do not extend to the Com- 
munist form of government or the conduct of foreign affairs” (p. 
145, italics mine). In Germany, even before the first war, the 
Reichstag “had never, as in England, obtained control over the 
army and foreign affairs by constitutional precedents and the 
power of the purse” (p. 176). In what concerned “armaments, co- 
lonial development, interference with smaller countries, and the 
opening of markets abroad by the use of diplomatic pressure and 
persuasion . . . the Germany of 1910 was as much a dictatorship 
as it is today” (p. 77). The situation was more complex in France, 
and still more so in Great Britain. “The old fashioned Liberal 
liked to think that, even if the democratic machine might work 
badly, yet there was a mysterious force called ‘public opinion’ 
which no Government could disregard. I suspect that this is one 
of the half-truths of prewar days which has now ceased to have 
much real validity” (p. 142). In fact, the dominant acts of Euro- 
pean international politics before 1914 (the Anglo-French Entente 
and the Russo-French rapprochement) were “carried through 
against the general trend of public opinion” (p. 76). 

In France, during the interval between the two wars, that diffi- 
cult period in which firm leadership was so necessary, the repeated 
changing of ministers created a situation worse than the absence 
of a definite and influential public opinion; such an opinion was 
not even artificially manufactured according to any one plan. In 
Garratt’s words, when the country came to face “the momentous 
year 1935, Democracy had provided a stop-gap Cabinet represent- 
ing no special point of view, a Parliament which was still widely 
discredited, a Foreign Minister [Laval] carrying on an extremely 
tortuous policy of appeasement of which the country knew very 
little” (p. 175). In Great Britain democracy had “‘placed England 
permanently under the rule of successful businessmen” (p. 123). 
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Public opinion, only too prone to believe in optimistic dreams, 
was lulled into confidence by leaders of the Union for the League 
of Nations. The heads of the government, even when aware of 
the rearmament of Germany, made no attempt to arouse public 
opinion to a sense of the impending and growing danger.* Then 
came Chamberlainism, and the appalling end of the tale. 





Diagnosis and Possible Remedy 


Thus, whatever the merits of a government controlled by public 
opinion, there is, on the whole, something wrong in the interna- 
tional field, either with public opinion or with international law 
and its application, perhaps with both. And the difficulties seem 
to be greater and more distressing in time of war, or when an 
approaching war must be confronted. A diagnosis of what it is 
that is wrong must of course be attempted before remedies are 
looked for and finally administered. And the formulation of a 
prescription demands a knowledge of the structure and internal 
reactions of the social body. 

The first problem to solve is that of the natural part played by 
public opinion in the making of law and its application: we need 
what could be called an anatomical and physiological understand- 
ing of the respective functions of public opinion and law. Their 
interactions are more easily observable in the field of private law. 
Better results have been attained there (one is tempted to say 
better hygiene and better health) than in the field of international 
law and affairs. A solution of this problem may therefore be 
reached obliquely, by observing what has been, and still is, the 
function served by public opinion in the evolution and life of 
private law. 

History and comparative study of private law have made it clear, 
for more than a century, that public opinion is a feeding and 


®See the astounding declaration by Mr. Baldwin in 1936, cited by Garratt, p. 232: 
“Supposing that I had gone to the country and said that Germany is rearming and 
that we must rearm—does anybody think that the pacific democracy would have 
rallied to that cry at that moment? I cannot think of anything that would have 
made the loss of the election from my point of view more certain.” 
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regulating organ, without the beneficent influence of which no 
jus civile can be sown, or can grow or be successfully cultivated. 
The Roman praetores were, sociologically, the interpreters of 
public opinion when they initiated those fundamental rules of 
law (for instance the exceptio doli, the exceptio metus) under 
which we are still living. Customary law, among primitive tribes, 
is the product of a complex of convictions and feelings (and also 
of errors and prejudices) which colonial lawmakers must never ig- 
nore and must generally avoid attacking squarely. 

In every latitude and climate the main lines of civil institutions, 
in well governed countries, are subject to a strong and definite 
public opinion, which no wise legislator would dare to disregard. 
The fundamental rules concerning family, property and con- 
tracts, even if they are formulated in statutes or laid down in 
codes, are, in addition, endowed with the force of cherished cus- 
tomary law. 

Such rules are so deeply rooted in the public mind that they 
would not disappear if, peradventure, the texts of the lex scripta 
happened to be destroyed or forgotten.? Lawmakers, in fact, are 
free to legislate effectively only on subsidiary and less important 
sections of private law. In this field the function of public opinion 
is not unlike that of the fertile soil and the roots which support a 
tree. The tree is supported and fed by its soil and roots. Its whole 
development depends on the regularity, nature and amount of the 
appropriate chemical substances that they provide for it and bring 
to it. 

But an important remark must be made. This effectively super- 
visory public opinion is a slowly formed product, instilled by at 
least thirty centuries of culture and civilization, pre-Roman, 
Roman, Christian. It is the product of three millennia of unin- 


terrupted education. 
A sharp contrast, unhappily, exists between the state of private 


7As occurred, for example, in mediaeval France during the interval between the 
reign of the last successors of Charles the Great and the twelfth century, and would 
probably occur again if tyrannical madmen repealed the Code Napoleon. 
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law, with its enveloping public opinion, and the certainly much 
less satisfactory state of international law and the public opinion 
concerning it. Is this unquestionable inferiority due mainly to the 
purely legal element, the state of international law itself, or is it 
due primarily to the psychological and social factor, the forces of 
opinion? 

Our present international law is, assuredly, not perfect. It too 
often lacks precision. Its persistent division into two symmetrical 
parts, jus pacis and jus belli—a perhaps ill chosen tribute to 
Grotius’ great memory—contributes, through the mysterious 
power of words and through a sort of malignant influence, to 
perpetuate the vicious conviction that war is legal in itself. Only 
peace is legal. But after due allowance has been made for these 
and other imperfections any competent judge is bound to rec- 
ognize that international law, as it is, constitutes on the whole a 
creditable achievement of the generations of scholars and diplo- 
mats who, during the last three centuries, have diligently built it 
up. Under its rules, as they are taught in every faculty of law, the 
independence and rights of states are, in principle, declared in- 
alienable: unprovoked aggressions are forbidden. If these rules 
were observed in practice no one could seriously complain. The 
hitch is that they are periodically trampled on. 

Under such conditions the quasi-instinctive reaction of jurists 
and professional lawmakers is, in general, to add new texts (inter- 
national treatises or regulations governing their application) to 
the already existing mass of texts. Lawyers and jurists make a fetish 
of legal texts; they believe that legal relations (rights and duties), 
especially if established by duly executed and signed documents, 
are in themselves realities. This delusion they have in common 
with learned authors of written constitutions, who usually believe 
that a constitution, set down in articles, is more or less equivalent 
to the existence of a government and of effective constitutional 
law, and produces by a sort of magic the solution of political diff- 
culties. At Geneva, in assemblies of the League of Nations, this 
delusion ran as high as a spring tide, and reputations were won, 
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during protracted debates, by scribbling jurists, eager to draw up 
more and ever more fallacious paragraphs. 

The truth is—a historic and sociological truth—that texts 
are barren and that even the most cleverly contrived machinery 
remains ineffective if it does not rest on sufficiently wide and 
deep, definite and strong human convictions, that is, on a settled 
and educated public opinion. And in the place of such a sup- 
porting basis what do we see? Countries at war or on the brink 
of war, divided by deep nationalistic prejudices; a bloc of aggres- 
sors among whom a minority has conquered absolute power and 
forbids the formation of any free public opinion; invaded terri- 
tories subject to cruel oppression; no longer any moral unity; 
classical and Christian traditions rejected; barbarians posing, as 
they usually do, as the bearers of true civilization and “order.” 

Before any remedy can be attempted it is first necessary, of 
course, to conduct a police operation. Aggressors must be dis- 
armed, as gangsters are before being sent to jail; booty must be 
torn away from the culprits’ hands; precautions must be carefully 
taken in order to prevent any attempts at repetition, as they are 
against recidivist offenders (this applies to nations); punishment 
must be meted out and inflicted relentlessly, but as far as possible 
only upon really responsible individuals, not blindly on whole 
communities. 

All these measures, however, no matter how justified they may 
be, are not curative for nations, in the long run. The only real 
remedy consists in educational and missionary work. This work, 
which cannot be entrusted to professional politicians, must aim at 
a final destruction of the nationalistic prejudices that have ruined 
Europe, at the formation of a new public opinion, strong enough 
in every part of that distressed coniinent to prevent any future 
ageression. The task will necessitate tremendous effort, exertion 
which might at first appear as difficult as an ascent from the Ganges 
valley to the highest peaks of the Himalayas, or as the conquest 
of the poles before the lifetime of Peary, Amundsen, Scott and 
Admiral Byrd. 
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But every small state, and all the invaded countries of Europe 
after their liberation, will form excellent bases for starting this 
peaceful and pacifying propaganda. This will be, by predilection, 
a work for Americans. Have not the Anglo-Saxon countries, Great 
Britain and the United States, suppressed, in the last century, first 
the slave trade and finally slavery itself, in spite of obstinate re- 
sistance? Surely there is none who would dare to prophesy that 
Nazi fanaticism and the intellectual nothingness of Nazi race doc- 
trines will be insuperable obstacles. 

The way will then be open, some future day, for the foundation 
of the United States of Europe—when “the old Adam is buried” 
and “the new man is raised.’ This is a hopeful perspective, even 
though it leads the eye far away, beyond the end of the present 


war. 
(New School Ecole Libre des Hautes Etudes) 

















INTERNATIONAL MONETARY 
COOPERATION’ 


BY ALBERT HALASI 


“The principle of establishment of such institu- 
tions and arrangements of international finance 
as may lend aid to the essential enterprises and 
the continuous development of all countries and 
may permit payments through processes of trade 
consonant with the welfare of all countries”’— 
draft of mutual declaration of fundamental prin- 
ciples of international economic policies, Amer- 
ican note to Japan of November 26, 1941. 


Waser will the cooperation of free democratic countries look 
like? Plans vary in projected degrees of autonomy or cciutraliza- 
tion, ranging from a loose cooperation, which would leave to each 
country most of its economic sovereignty, to a closely united world 
state. 

The main economic task to be solved is the achievement of eco- 
nomic welfare among the various nations, which means the 
achievement of stable and fairly full employment at high real 
incomes.? One of the conditions of economic welfare is the main- 
tenance of confidence: businessmen should feel themselves able 
to estimate the future within not too wide a margin of uncer- 
tainty. Confidence is destroyed if debts are not paid on maturity; 


1 This article has been prepared in connection with the Peace Research Project of 
the Graduate Faculty. The discussion is limited to economic cooperation among 
countries whose economic activities are conducted on lines of free enterprise, under 
government leadership. The reason for the limitation is not that economic coopera- 
tion with state-owned or state-ruled monopolistic economies would be impossible, 
but that the principles and forms of such cooperation would be essentially different 
and would necessitate a separate detailed analysis. 

2See Jakob Marschak, “The Task of Economic Stabilization,” Social Research, vol. 
8 (September 1941) pp. 361-72. I wish to thank Professor Marschak for essential 
help in clarifying the issues of the present article. 
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and it is destroyed if the relative prices of commodities fluctuate 
wildly. These two prerequisites mean, if applied to transactions 
between economic areas, that the balance of indebtedness be- 
tween them has to be kept liquid, and that their rates of cur- 
rency exchange should not change frequently and strongly. There- 
fore international monetary regimes, while they represent but one 
factor among many, national and international, which affect the 
economic welfare of nations, are highly important aspects of polli- 
cies aiming at that goal. 

We shall see that in monetary regimes devised to maintain 
stable currency there is a danger that full employment and policies 
for attaining it may impair the liquidity of the balance of pay- 
ments, and conversely, that improved liquidity and efforts to 
maintain it may be conducive to unemployment. On the other 
hand, regimes of frankly fluctuating currencies, while not sub- 
ject to this dilemma, may in other ways be detrimental to con- 
fidence, and hence to welfare. Are these conflicts reconcilable? 

In the following pages I shall first discuss two diametrically 
opposite theoretical models: a monetary union, in which exchange 
rates are fixed by international statute at the ratio of 1 to 1; anda 
system of absolutely free exchange rates. I shall then discuss 
various intermediate regimes: one in which exchange rates are 
maintained in stability not by a union statute but by national 
statutes and policies, and by the free operation of the self-interest 


® The balance of indebtedness is said to be liquid if the country has sufficient 
means to meet mature debts. The liquidity of the balance of indebtedness is, for 
practical purposes, more important than the “balance of indebtedness” itself, that 
is, the net difference between debts and claims, because various debts and claims 
mature at different times. For example, when foreign exchange is borrowed—a 
practical step of utmost importance—the balance of indebtedness remains un- 
changed but the liquidity is improved for some time, because short-term claims have 
been acquired against liabilities of comparatively long duration. 

The day-to-day changes in the balance of indebtedness, and in its liquidity, de- 
pend on the daily payments, that is, the daily acquisition or cancellation of claims 
or debts of various maturities. Therefore in the following pages, instead of speak- 
ing of a liquid or illiquid balance of indebtedness, I shall speak of a liquid or 
illiquid balance of payments; the former is the result of a cumulation of balances 
of payments over a Jong time. 
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of buyers and sellers of gold or currencies (gold and foreign ex- 
change standards); a regime of “adjustable” exchange rates, in 
which, during the intervals between rare revisions of rates by 
international organs, stability is maintained by the free working 
of individual interest and national statutes and policies; and 
finally, a regime of multilateral clearing, in which exchange rates 
are fixed by international contract and can be maintained be- 
tween revisions by pure “fiat.” 

These monetary regimes differ mainly in the frequency with 
which their exchange rates are revised, in whether they are re- 
vised by national or by international bodies or agreements, and 
in whether their stability is maintained (if at all) by international 
statute or by the action of the market supplemented by national 
policies. Actually, however, there are further criteria of distinc- 
tion, especially the degree of national autonomy in determining, 
not the exchange rate, but, for each country, the amount of active 
monetary circulation, the extent of “economic activities” in gen- 
eral, and even details of economic policy such as the levels of 
prices, wage rates and taxes. 


An Extreme Type: Monetary Union 


There is a widespread belief that the abolition of national cur- 
rencies, possibly coupled with the abolition of tariffs, would cure 
the world’s economic ills. I am not convinced of this; the aboli- 
tion of national currencies, while solving certain problems, cre- 
ates new ones. The proposal of a monetary union provides us, 
however, with an ideally simple theoretical model, by means of 
which the relationship between employment and international 
payments can be studied in a striking and simple form. 

Let us assume a federal union, with only one currency as legal 
tender; the question of exchange rates is eliminated, as fully as 
among the member states of the United States. Each member area 
can be assumed to have some degree of autonomy in some or all 
fields of economic policy, such as tariffs, wages, taxes, social in- 


* Clarence Streit’s Union Now is representative of this opinion. 
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surance. Also, lest the analysis become too abstract, the political 
will and the economic nexus binding the residents of the same 
area may be assumed to be stronger than that binding the resi- 
dents of different areas. 

But the same factors that cause a freezing of the claim and debt 
balances of sovereign countries operate in any member areas of a 
monetary union (just as they operate in Texas or Rhode Island).5 
It will be useful to bring into five groups these causes of illiquid 
balances of payments. 

1. Changes in demand or in physical productivity. Wants may 
change in other areas within or outside the union (thus cotton- 
producing areas have felt the impact of rayon); natural resources 
can near exhaustion; in technical efficiency the industry of one 
member area may lag considerably behind that of another; the 
vagaries of weather may raise bumper crops in one part of the 
union while striking another with drought. All such divergencies 
in demand or production conditions affect the export of goods, 
and thus in ill-favored member areas rob the residents of some of 
their claims on, while adding to their liabilities toward, their 
luckier neighbors. 

2. Changes in monetary remuneration. Income rates (money in- 
comes per unit of productive factors, that is, wages per hour, in- 
terest per unit of capital) may become high in relation to those 
of other member areas. If wage rates in the north are higher than 
in the south, export from the north to the south is hampered as 
much as if there were a difference in physical productivities, since 
southern and northern currencies are kept equivalent. 

3. The neighbor’s depression. If there is economic depression 
in all but one or two of the member areas of the union the one or 
two will export less, because incomes have fallen in the depressed 
areas. If in the latter prices go down too, the non-depressed coun- 
tries will become illiquid also because of rising imports. 

4. Appreciated foreign debts. Suppose that debts have been con- 


5 Most of the considerations that follow might apply to depressed industries as 
well as to depressed areas, but to pursue this analogy would lead too far. 
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tracted between residents of different areas, for example for in- 
vestments in new industries; the gradual repayment of the debts 
implies that the debtor area manages to have an excess of exports 
over imports. If, now, in a general depression, prices fall in all 
member areas, the residents of the debtor areas will not have the 
liquid means to continue the repayment of the debts: their trade 
balance, even though it may remain positive—and in physical 
terms not even be reduced—has become smaller in money terms 
and is insufficient to meet the old obligations. 

5. Capital movements. Loans issued in New York, for instance, 
for investment in California, may reduce the liquidity of the 
balance of payments in the New York district. Conversely, if the 
loans are called in suddenly (as in the great depression after 1929) 
illiquidity strikes the debtor sections of the union. 

If any of these situations affects a member area’s balance of pay- 
ments what can it do to restore liquidity? Devaluation of the cur- 
rency is not possible within a monetary union. There are other 
means, but each of them has its limitations. 

If the residents of a depressed member area were previously 
able to accumulate easily realizable assets, they can use them 
now to pay off net debts to other areas. But reserves, even if big, 
are exhaustible. They can obtain credits from other areas. But 
this course, though of great importance, cannot be relied on in- 
definitely; credits have to be repaid some time. The depressed 
member area can try to improve the technical efficiency of its 
production and to shift production to more promising fields. But 
this requires time (and frequently foreign loans). It can impose 
barriers to imports from other member areas, or grant export sub- 
sidies, if legislation within the monetary union does not forbid 
these courses. But, apart from the misdirection of the resources 
which such policies entail in the long run, it is not easy to reduce 
imports enough to restore the liquidity of the balance of payments. 

In such circumstances of illiquidity the process which is com- 
monly called “deflation” gains particular importance. Deflation is 
in part automatic, caused by actions of individual enterprises look- 
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ing after their best interests; it can be, however, and has been, 
reenforced by government policies. When net payments are made 
to foreigners, aggregate money income in the paying country is 
reduced or “deflated.” This improves the trade balance but re- 
duces both employment and profits.® It is well known how current 


6 The deflationary effect of large net transfers abroad is sometimes ascribed to the 
operation of the legal ratio of gold reserves to money circulation. But this is merely 
a reenforcing, not a necessary, condition; our simplified model (the monetary 
union) enables us to see the really important chain of causation, unencumbered 
by details. The decisive fact is that a resident of an area is more likely than a 
non-resident to invest his balances in the productive assets of the area (ultimately 
in labor, machines or raw materials). Therefore if residents of an area have large 
payments to make to non-residents, the daily money flow in the area is reduced. 
Hence, unless deliberate steps are taken by monetary authorities to offset any such 
drop in the money flow, money incomes of workers and other residents of the 
paying area are diminished, and at given prices of goods imported from other 
areas, people will import less; and, for corresponding reasons (increase in the other 
areas’ purchasing power, assuming, again, no sterilization in these areas) they will 
export more. The extent of this improvement in the trade balance will depend 
on the type of products of the respective areas; demand for some products is more 
sensitive to changes in money income than demand for others, at given prices. 

The unemployment which ensues, at least in the short run, can be best explained 
if we first assume unchanged prices and then remove the assumption. The fall in 
incomes, while prices are unchanged, forces the people of the paying area to 
reduce not only their imports but also their consumption of domestic products. 
The drop in employment that is produced by the lower consumption of domestic 
goods will be higher than the gain in employment that is produced by more ex- 
ports, because the payment-receiving area will spend the larger part of the payments 
on its own domestic goods. The net result is less employment. 

Let us now remove the assumption of unchanged prices. This affects the magni- 
tude but hardly the direction of the events. Generally, if buyers’ incomes fall, 
sellers sell less and at a reduced price; how much less and how much cheaper de- 
pends on the urgency of buyers’ demand and on the rigidity of sellers’ costs. As a 
rule both the price and the money value of sales will go down (although theo- 
retically, exceptional cases may occur where the price fall so strongly pulls up the 
physical quantity demanded that no drop in the sales value takes place). This 
means, in regard to our special problem, that the fall in money incomes in the 
paying area (and their rise abroad) will entail a fall in the physical volume of 
imports (and a rise in exports) and perhaps a fall in the prices both of domestic 
and of imported commodities. The exporters, in so far as this fall reduces their 
costs, can supply at cheaper prices; the increase in the foreign demand, due to 
the original net payment, expresses itself then in higher physical volumes, not in 
higher prices. The trade balance, in physical as well as in monetary terms, will 
improve, apart from exceptional cases. The liquidity of the balance of payments 
will be restored. But profits and hence employment will fall, if the prices of 
commodities have fallen relatively more than money income rates. 
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losses lead to the expectation of further losses; and how the dis- 
missal of workers, consequent upon this fear of losses, leads to a 
further fall in incomes and demand, hence to further losses. 

In this situation—which is particularly grave if it occurs when 
a general contraction of economic activity is already going on— 
there are two ways of maintaining employment. Either the mone- 
tary authority deliberately offsets the drain on purchasing power 
by adopting expansionary policies, or money income rates paid 
in industries are made to fall simultaneously and in the same 
proportion as domestic prices fall. It is impossible, however, to 
decrease the wage and other costs in all industries at once by the 
exactly necessary amount. Cuts in money wage rates are resisted; 
other income rates, including debt charges, are, in great part, 
fixed by long-term contracts. Governments have often tried to 
force down prices and income rates, but such attempts result 
merely in more unrest, less confidence in the future, more dis- 
missals. And cuts of money wages in certain industries do not nec- 
essarily help the other industries, and may engender a fear of 
further curtailment of purchasing power. These lessons were 
learned in the 1930’s throughout the world. 

But perhaps these dangerous processes need not take place? 
Perhaps circulation, hence money income bills, need not be cur- 
tailed at all if appropriate policies are adopted, policies chosen 
so as to prevent the emergence of unbalanced foreign payments? 
Or perhaps there are methods of avoiding or mitigating unem- 
ployment even if such payments become due and circulation is 
curtailed? 

To answer these questions let us again take up the various 
causes for illiquid balances of payments, as classified above. Some 
of these causes lie in a general simultaneous world depression 
(group 4, appreciated foreign debts). Others, probably more im- 
portant, lie in local changes affecting the money incomes of dif- 
ferent countries at different times, and in different degrees and 
directions (groups 2 and 3, a relative rise in income rates, and the 
neighbor’s depression). Still other causes—we may call them non- 
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cyclical or structural—consist in changing tastes or a change in 
relative productivity (group 1), or in huge capital transfers, 
whether due to economic or to political events (group 5). It is 
evident from this enumeration that if depression can be pre. 
vented or fought against at all, a simultaneous effort against world 
depression in all countries is better than a fight in relays, such 
as was performed by Europe and America a few years ago. Any 
time lag causes discrepancies among the incomes and prices and 
income rates of various member areas, thus giving rise to the il- 
liquidities of groups 2 and 3 as well as to those of group 4. It is 
evident too that in addition to making simultaneous efforts against 
world booms and depressions there is a necessity to take care of 
local booms and depressions in proper time (lest the illiquidities 
of groups 2 and 3 arise). 

Business cycle policy aims at fighting booms by curtailment and 
at fighting depressions by expansion. Whether this aim be car- 
ried out at the same pace in all member areas, or only in proper 
time in particular member areas, a wide range of measures is 
available. They are well known from the ample discussions— 
mainly on purely national lines—of the last decade, and need 
not be repeated here in detail.? These measures can be generally 
described as policies of expansion or contraction of active mone- 
tary circulation, as credit policies supplemented by elastic public 
works and subsidies, and as adjustable fiscal policies (higher taxes 
in prosperity, lower taxes or deficits in depression). 

In addition to “cyclical” remedies, more permanent and pro- 
found ones are needed when illiquidity of the balance of payments 
is due to “structural causes” (groups 1 and 5). A member area 
may need help—credits or advice or other forms of cooperation— 
in order to adapt its production to changed tastes, or to secure 
new markets, whether it hopes to do this by arrangements with 
old countries or by developing new ones; and it may similarly 
need help if its technical efficiency—in the widest sense, including 


* For the most recent exhaustive study see Alvin Hansen, Fiscal Policy and Business 
Cycles (New York 1941). 
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its transportation, health and education systems — needs over- 
hauling. The transition to new products, markets or methods— 
often fraught with difficulties and hampered by social resistance 
—can always be facilitated by credit assistance and expert aid to 
the illiquid country. Needless to say, it would be far-sighted pol- 
icy to take such steps before acute trouble—acute crisis of the 
balance of payments—has broken out. For example, if countries 
agreed to avoid certain duplications of productive equipment it 
would be easier for each of them to maintain liquid balances of 
payments at a later time. 

Thus there are measures that can be taken against the various 
causes of external drains on the means of payment. But even if 
these measures fail to achieve complete success, and net transfers 
between countries have to take place, this does not necessarily 
mean unemployment. We have assumed an inflexibility of income 
rates against downward changes. Downward changes would be- 
come unnecessary, however, if upward changes were checked in 
time. A given amount of payments could then be transferred 
abroad without strongly depressing prices and income rates. Such 
preventive checks on upward changes may be achieved by mone- 
tary means, but also by wage and price regulation—although for 
reasons of administration and internal policy the one method may 
be easier than the other. Moreover, while it may be difficult for 
a country to keep its income rates down, the same effect is reached 
when other countries’ rates go up. 

All the tasks and methods just discussed—whether they entail 
a reduction of net foreign transfers or a mitigation of the difficul- 
ties from such transfers—presuppose some subordination of local 
policies to interlocal decisions. When and where the monetary, 
the fiscal, the price policy, perhaps even some social policies, of a 
member area have to be readjusted in one or another direction— 
these decisions have to be made, albeit only in broad lines, by an 
authority representing the international cooperation. No harmony 
can be achieved by chaotic timing, each country by itself. The re- 
quired subordination is probably easiest in the monetary field, 
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because that field involves comparatively little qualitative admin. 
istrative detail. More detailed and difficult is cooperation in the 
fiscal field, and still more detailed and difficult is common action 
in the field of social policy—though the precedent of the Inter- 
national Labor Office is far from discouraging—and in that of 
prices. 

International cooperation has different levels of intensity. It 
may consist of agreements on general principles, to be imple- 
mented by the members. Or decisions may be taken calling on the 
members to apply the agreed principles to some concrete situa- 
tion. Or a concrete policy may be chosen and executed by the 
international authority. 

The obligation of each member area to pursue employment 
policies simultaneously with others, or separately (if the levels of 
economic activity are at variance), is a subject for agreement on 
principle. Also, the member areas should be prepared to enter 
into agreements on “structural” remedies, and to participate in 
the international credit aid, both for structural adjustment and 
for temporary emergencies. 

Decisions to apply agreed principles in a given moment, and 
decisions on the particular measures to be adopted, can be taken 
either by the international authority or by the particular mem- 
bers, depending on the task in hand and on the institutional set-up 
of the union. But if the money issue is centralized in a federal 
central bank, employment policies involving monetary expansion 
or contraction cannot be fully applied without the active support 
of the international authority, even though the stipulation of the 
particular devices to be used—public works, fiscal measures, or 
whatever they may be—may be left to the members concerned. It 
is as fair to credit the local forces with better knowledge of detail, 
and better ability to tackle it, as it is justifiable to expect from a 
central organ a broader view and a better general judgment on 
what is in the common interest of all sections. 

The local powers, being no more than human, can be expected 
to resist interference, even where it is merely another word for co- 
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operation and even where such cooperation is rationally well 
founded. Therefore it may be wise to concentrate the actions of 
the international authority, at least at the start, on the easiest and 
least detailed field of cooperation—monetary policy, in its wide 
meaning as a coordinated policy of economic expansion and con- 
traction carried out at the same pace in all member areas. 


Another Extreme Type: Free Exchange Rates 


When exchange rates are free devaluation seems to do the trick 
that is done by falling domestic payrolls and other incomes in 
regimes of fixed exchange rates (of which a monetary union is the 
simplest model). If a country’s currency becomes cheaper in terms 
of other currencies, domestic goods become cheap for foreigners 
and foreign goods expensive for domestic buyers. This improves 
the trade balance. There is no need to let domestic prices suffer 
a fall which, if income rates are inflexible, would cause losses and 
unemployment. Also, the rise in domestic prices and incomes 
which accompanies a national anti-depression policy need not 
endanger the balance of payments, as such an internal rise, if 
accompanied by appropriate devaluation, leaves exports and im- 
ports unchanged. During the great world depression in 1931-34 
devaluation helped a great many countries to keep liquid their 
balance of payments without impairing employment. 

From the point of view of international welfare we may dis- 
tinguish between “justified” and “unjustified” devaluations. The 
former keeps international price relations unchanged, merely 
offsetting the relative rise in domestic prices and incomes which 
may have followed from anti-depression policies or from unfavor- 
able structural changes and which, if not thus offset, would en- 
danger the country’s balance of payments. Such devaluation, if 
feasible in a pure form, would mean maintaining or creating 
employment not at the expense of the foreign employed but by 
maintaining or by increasing the world’s total effective demand. 
“Unjustified” devaluation, on the other hand, does not merely 
compensate for domestic price and income changes or merely 
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rectify an otherwise illiquid balance of payments; it affects inter- 
national price relationships in such a way as to give the country 
competitive advantages at the expense of other countries’ em- 
ployment. 

If single sovereign states could be relied upon always to confine 
themselves to “justified” devaluation (and appreciation) we could 
say that the maintenance of economic sovereignties has one im- 
portant advantage over a monetary union: for such a union does 
not have at its disposal this instrument for adjusting a region’s 
economy to regional changes, and must often rely instead on re- 
gional deflation (or inflation) whenever the flow of interregional 
payments has to be assured. 

With sovereignties what they are, however, we cannot expect 
that devaluation will always be “‘justified.” And uncontrolled de- 
valuations are loaded with grave dangers. Risks arising from fluctu- 
ating rates are big enough to hinder foreign investments and trade. 
These risks are accentuated by speculation; in such a regime no 
automatic correction of a fall in foreign currencies is expected by 
their buyers and sellers, and therefore falling currencies are sold 
and fall still further. 

It is true that devices can be applied to moderate fluctuations 
which have originated in a speculation in exchange rates. Such 
speculation can be prohibited, or can be offset by buying and 
selling currencies. The offsetting method has the advantage that it 
does not interfere with the economic transactions of individual 
persons and enterprises; the British Equalization Fund is a work- 
ing model. But in a regime of absolutely free exchange rates de- 
valuation is difficult to stop. 

In considering the monetary union—the extreme example of a 
regime of fixed exchange rates—we saw that international busi- 
ness cycle policy, in a broader sense, can help to keep balances of 
payments undisturbed, or, if disturbance takes place, to restore 
thera without entailing all the ill effects of deflation. With free 
exchange rates similar cooperation would help to prevent ex- 
change rates from fluctuating too strongly. Yet the very possibility 
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ter- of unregulated and frequent fluctuations may frustrate attempts 
try to carry out such broad international policies. Changes in eco- 
-m- nomic activities cannot be met by adequate international policies 

if the value of one currency in terms of others is subject to un- 
ine controllable changes. Therefore it is necessary to consider inter- 
ild national guarantees and institutions which would adjust exchange 
m- rates only in justifiable cases. We then no longer have a regime of 
Des absolutely free exchange rates. 
vi Nationally Maintained Exchange Rates 
lal A Texas dollar will exchange for a California dollar as long as the 
union exists. But the maintenance of stable exchange rates be- 
act tween the various countries before 1914 and in the years 1925-31 
le- was achieved not by any federal constitution or international agree- 
u- ment but by the forces of self-interest of the individuals who 
le. bought gold and currencies where they were cheapest and sold 
10 them where they were dearest. The sovereign national authorities, 
by quite independently of one another, had to fix the paper price at 
Id which they would accept and offer gold; and they could reckon 
that if there were sufficient gold reserves any small deviation from 
ns this price in free markets would quickly lead to an opposite move- 
h ment and a self-correction. In such a regime the preservation of 
d national gold reserves is thus a decisive rule of national policy. 
it This aim has often, though not always consciously, been supple- 
al mented by government efforts to back up the equilibrium-restoring 
k- individual forces; a deliberately high discount rate, for example, 
e- not only stops a gold drain but also reenforces automatic defla- 
tion, thus further improving the trade balance. Also (see footnote 
a 6, above), deflation has often been reenforced by the operation 
i- | of the legal reserve ratio, which (at least in the absence of excess 
yf reserves) reduces the money supply by a multiple of the original 


net transfer. 

In such a national regime does the liquidity of the balance of 
be payments necessitate, for its maintenance or its restoration, the 
y same methods we have studied in the extreme case of a monetary 
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union? In particular, what degree of international cooperation 
is necessary here in order to render large-scale international trans- 
fers of net debts, and ensuing deflation, either unnecessary or 
innocuous? 

Before we discuss the ability of the gold standard regimes to 
counteract the disadvantages of exchange rate rigidity, let it be 
stated that the great advantages of fixed exchange rates are less 
fully enjoyed under the gold standard than in a monetary union. 
Such a regime does break down when reserves in gold and foreign 
assets are exhausted or near exhaustion, as we saw during the 
great depression. This lack of permanence in an “automatically” 
stable exchange regime renders it more difficult, when doubts 
arise, to attract foreign credits in order to bridge the gap in the 
balance of payments, or in order to increase technical efficiency 
or to reorganize and shift productive resources in response to 
changed demand abroad. The foreign creditors are rightly afraid 
that their claims will either lose in value (if contracted in the 
debtor’s currency) as a result of a change in parity, or become un- 
enforceable as a result of an abolition of free exchange markets. 

Speculative capital movements can be offset by buying and sell- 
ing currencies, as was mentioned in the preceding section. But if 
the doubts are great the credit flow will cease, old credits will 
not be prolonged and domestic capital flight will set in, thus justi- 
fying the initial fears. An example is the big capital flights in 1931, 
which started when a few banks collapsed in Austria and Germany, 
two countries famous for their devaluation records in the past. 
Foreign short-term credits were withdrawn from these countries, 
then from England, which possessed large frozen claims in central 
Europe and had but small liquid reserves. The withdrawals 
forced England off the gold standard. The United States, too, lost 
much gold during this panic. The banking crisis in the United 
States in 1933, which preceded the devaluation of the dollar, 
caused an enormous capital flight from this country. Similarly, 
the devaluation panic in Belgium in 1935, in France, Switzerland 
and Holland in 1936, induced immense capital flights from these 
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countries. No reserves, however large, may prove large enough in 
such crises. 

Countries linked to one another by nationally fixed exchange 
rates may improve the liquidity of their balance of payments by 
introducing tariffs and quotas and exchange control. Other coun- 
tries, unless they can retort in kind, will be driven into deflation. 
This situation cannot happen in a monetary union, especially if 
it is a customs union as well. 

Now to our main question: the ability to ward off or mitigate 
the ill effects of exchange rate rigidity, when large-scale inter- 
national payments occur. It is possible that the monetary authori- 
ties in all the countries that participate in fixed exchange rate 
regimes have the same conception of the aims of monetary policy. 
They all may give precedence to full employment over a liquid 
balance of payments, or all of them may try to reconcile the conflict 
between the two and try to improve liquidity by methods other 
than deflation. But it is probable, and has often happened, that at 
least some countries participating in a regime of fixed exchange 
rates will hang on to old traditions, considering only the balance 
of payments and believing that deflation of income rates and 
prices is the way to restore liquidity, whatever the cost.® 

Such was the choice, for instance, of the so-called gold bloc 
countries (France, Switzerland, Holland) during the great de- 
pression. And when that choice is made by some countries others, 
if they desire to maintain old exchange rates and free exchange 
markets and yet keep their trade balances even, have to follow 
suit. In a monetary union the central authority, which we assumed 
to decide for anti-depression policies, may not be able to forbid 
deflationary policies on the part of all member areas, but by means 
of monetary expansion it can at least mitigate the force of such 


8 Fear of losing gold was a particularly important cause for deflation in periods 
of actual or believed shortage in the world’s monetary gold reserves. In a mone- 
tary union, where only central, not local, reserves count, there is of course no loss 
or gain of reserves, as a result of economic transactions within the union. Hence 
there is decidedly less danger that members of the union will have to restore their 
liquidity by exaggerated deflation. 
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local deflations and enable other member areas to fight depression 
without great danger to their balance of payments. Our earlier 
discussion of international policies implying greater or less cen- 
tralization or autonomy is relevant here. But if a monetary union 
is taken as the basis of comparison there are important differences 
in degree. 

In substance, a coordination of business cycle policies could 
answer the same needs under both regimes. Such coordination 
would appear in the various forms studied above, but would prob- 
ably put less power in the hands of international bodies. As the 
aims of cooperation cannot be attained without great sacrifice 
in national autonomy, difficulties could be expected, at least at 
the beginning of the cooperation. 

In regimes of national currencies it would be a wise policy, at 
the start, to provide weaker countries with certain amounts of 
reserves in the means of international payment. This may be gold. 
There is no reason to deprive gold of this function; it is its. other 
function, its service as a “basis” of domestic money supply, tied to 
the latter by a reserve ratio, that has often caused harmful and 
superfluous inflations and deflations and had better be discarded 
(see footnote 8). Reserves may be provided also in other inter- 
national means of payment. An international banking institution 
could be authorized to issue in limited amounts—not tied to gold 
but determined on economic grounds—an international money 
that would be accepted for the foreign payments of the members. 
As in monetary unions international credit institutions should 
organize credit aid that would enable member countries to meet 
temporary deficits of seasonal or emergency character, or to adapt 
their structure to changed conditions. Public credits should be 
given whenever private foreign credits are not available or are too 





expensive. 

In considering a regime of nationally maintained fixed exchange 
rates we cannot ignore the question of tariffs. Special acts of 
international cooperation would be necessary in order to reduce 
trade barriers, and one of the effects of this reduction would be, 
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in the long run and for the international community as a whole, 
a preservation of liquid balances of payments. This sounds para- 
doxical, because for a single country it is not the reduction of 
trade barriers—like tariffs, quotas, exchange control—but their 
increase which seems to make for an active trade balance and hence 
a liquid balance of payments. But if trade barriers are viewed 
not in isolation but as a general regime over the world, it is ob- 
vious that their reduction would make it more possible for a coun- 
try with a weakened balance of payments to keep that balance 
liquid, for its exports would be increased. 


Adjustable Exchange Rates 


We have seen that in monetary unions and nationally fixed ex- 
change rate regimes joint international action on a very large 
scale and in great detail is necessary to reconcile full employment 
with balanced international obligations; and that such action is 
not called for if devaluations and appreciations of currencies in 
terms of one another are permitted to occur. We have also seen, 
however, that such currency fluctuations would constitute a dan- 
ger in themselves, and necessitate certain international measures. 
The exchange rates would have to be revised from time to time, 
under international control, to allow only infrequent, and only 
“justified,” changes of parity. 

Would such a middle way combine the virtues, or merely the 
vices, of the more extreme regimes? The answer is that as far as 
employment is concerned it would maintain the advantages of 
devaluation in times when a country undergoes serious changes 
in its productivity, in its position in the world markets or in its 


relative income and price levels. 

To be sure, the disadvantages would not be completely avoided. 
Uncertainty about future exchange rates would remain. Contro- 
versies about the desirability and the degree of revision are un- 
avoidable. Much expert knowledge is required for the right de- 
cisions, and errors are bound to occur. Nonetheless revision, if 
confined in the main to cases in which it is justified, would prevent 
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a great part of the shortcomings of unregulated fluctuations. As 
already mentioned, devaluation is justified as a method of pre- 
serving liquid balances of payments that are endangered by more 
than temporary economic forces.® 

Devaluation should not be resorted to, however, if it produces 
competitive advantages over other countries. The Tripartite Agree- 
ment in 1936, between the United States, England and France, 
though loose and non-committal, was an attempt to prevent de- 
preciation of currencies for competitive advantages. This principle 
should be maintained and strengthened. It follows that devalua- 
tion should be prohibited as an anti-depression policy if economic 
expansion has not been tried, and has not begun to impair the 
liquidity of the country’s balance of payments. This does not rule 
out a possible revision of exchange rates subsequent to economic 
expansion. It is one thing to devalue in order to create employ- 
ment, and it is another thing to devalue after the creation of 
employment by other methods has resulted—by way of high in- 
comes, income rates and prices—in an illiquid balance of pay- 
ments. 

Adjustments of exchange rates reached by international agree- 
ment would make the other more difficult and detailed kinds of 
international cooperation less necessary than under monetary 
unions and regimes of nationally fixed exchange rates. Still, those 
forms of coordination and aid, if made use of, would help to make 
devaluations and appreciations even less frequently needed, and 
to confine them to situations of extreme gravity. An international 
equalization fund could be established to offset large speculative 
capital movements caused by fears or hopes of revision; it would 





® Another clear case for revision occurs when the initially adopted exchange rate 
parities prove too high. For instance, the attitude of England, Italy, Sweden, Nor- 
way, Denmark, after the first World War, in returning to the gold standard at 
highly overvalued parities, was responsible for much unemployment in those 
countries. On the other hand, undervalued currencies helped France and Belgium 
to enjoy an “unjustified” advantage over their foreign competitors. Even a monetary 
union may find it wise to have an initial period during which the rates of ex- 
change between old currencies and the new one are subjected to trial and possible 
revision. 
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work with unlimited funds, as it would have access to all cur- 
rencies. Such a fund would provide more assurance that competi- 
tive advantages enjoyed by one country over other countries 
would be avoided. 


Multilateral Clearing 


As in a regime of adjustable exchange rates, in a multilateral 
clearing regime exchange rates are revised from time to time by 
international contract; the difference is that no free exchange 
market is needed to maintain automatic stability during the inter- 
vals between revisions. Importers (debtors) pay into clearing ac- 
counts in domestic currency, and exporters (creditors) are paid 
out of these accumulated payments. 

In such a regime an illiquid balance of payments can be main- 
tained for some time without affecting the contracted parity, or 
the regime itself, quite unlike the situation under a gold standard 
regime. If net debts cannot be transferred the creditors have no 
choice but to acquire more goods or securities in the debtor 
country, or to export less to it. Of course the debtor country itself 
may restrict its imports in order to pay: it can introduce tariffs 
and quotas, or embark upon deflation in order to improve its 
trade balance. But since it does not have to defend its exchange 
rate parity the inducement to resort to deflation will be less strong, 
unless its export industries are of great importance for domestic 
employment. Similarly, if in a world depression one partner in the 
multilateral clearing system fights depression by expansionary 
measures while other partners refrain from this course, the re- 
sultant illiquidity of the expanding country’s payments cannot 
endanger the exchange rates; therefore the need to abstain from 
economic expansion will be less strong than in a regime that holds 
to a gold or foreign exchange standard. 

Contractual exchange rates are revised, however, from time to 
time. If then the balance of payments of a clearing member shows 
long-standing deficits, and that member must therefore improve its 
trade balance in order to repay the frozen debts, a downward re- 
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vision of its exchange rates is a better method than trade barriers. 

Coordinated employment policies and “structural’’ remedies 
would have the same significance in a multilateral clearing regime 
as in one of adjustable exchange rates. They would improve in- 
ternal equilibrium, and reduce the necessity to resort to frequent 
and severe revisions in exchange rates in order to maintain external 
equilibrium. Contractual exchange rates could be stabilized for 
longer periods. 


Conclusions 


When we try to visualize the monetary regimes that could serve 
a new world of welfare cooperation among democratic countries 
and an economic system of free enterprise, we should discard at 
the outset one of the five regimes we have considered above, how- 
ever useful the service it has done as a theoretical model: the 
system of free exchange rates.'1 That regime would provide too 
unstable a foundation for international cooperation. The other 
four regimes, two of them with rigid, two with flexible, exchange 
rates, could serve equally well if supplemented by appropriate 
international policies of coordination and aid. The degree to which 
these policies are needed, and the degree to which they entail de- 
tailed interference, vary from one to another of the four regimes. 

The difficulties to be overcome are the same in the two “rigid” 
regimes: monetary unions and nationally fixed exchange rates. 
These necessitate the same cooperative policies (except that the 
latter demands, in addition, policies against currency speculation). 


10 See I. F. Meade, The Economic Basis of a Durable Peace (London 1940). 

11 Lack of space has made it impossible to consider two other regimes: rigid ex- 
change control; and bilateral clearing. They too could have served as theoretical 
models. But in the economics of free enterprise they recommend themselves as 
little as the regime of freely fluctuating exchange rates. Rigid control cripples 
foreign trade and investments; the task, therefore, is to prevent emergency situations 
which could force countries into such a system. Bilateral clearing agreements might 
be a tolerable temporary expedient for offsetting the restrictive effects of rigid 
exchange control, but as permanent institutions they would be undesirable even 
if they did not lend themselves to power politics; they tend to divert foreign trade 
from its normal channels and thus to impair the economic welfare of the world. 
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In the two “rigid” regimes large-scale international transfers may 
mean deflation, and deflation may mean unemployment; hence 
the strict necessity to avoid such transfers or to mitigate their ill 
effects by far-reaching coordination and aid. This is more difficult 
in a system of independent countries than in a monetary union, 
which can be supposed to centralize legislation and institutions 
for carrying out the agreed policies. 

Monetary unions are conceived of as permanent, while regimes 
of nationally fixed exchange rates can be abandoned or trans- 
formed into regimes of adjustable rates if they involve too great 
a sacrifice. It is likely, therefore, that many countries would be 
reluctant to enter a monetary union, or would be disposed to create 
such a union only with certain countries, and not with all the 
countries with which they would otherwise be prepared to co- 
operate. 

Of the two regimes of flexible exchange rates one does, the 
other does not, maintain the automatism of foreign exchange 
markets during the intervals between revisions, perhaps protect- 
ing the rates against speculation. In both regimes revisions of 
exchange rates deprive foreign net transfers of their deflationary 
poison. To avoid frequent revisions internationally coordinated 
business cycle policies would be desirable, but they are not so abso- 
lutely necessary as when exchange rates are fixed. 

One who does not believe in detailed international policies will 
prefer adjustable exchange rate regimes, deciding against regimes 
in which rates are rigidly fixed, or will refuse the choice and de- 
cide for chaos and recurring depressions. But whichever of the 
four monetary regimes is adopted, the cooperation that they en- 
tail—cooperation of free countries for economic welfare—is fun- 
damentally different in its ends, if not always in its means, from 
totalitarian economic integration. 


(New School Graduate Faculty Research Projects) 











THE DOW THEORY OF STOCK 
PRICES’ 


BY HAROLD S. BENJAMIN 
I 


Ou security markets still hold an important position in our 
economic system. The volume of both investment and consump- 
tion is influenced by the movement of stock prices, and no analyst 
of the business cycle can safely overlook their interrelationships 
with general business conditions. 

The Dow theory attempts to show that stock prices follow cer- 
tain patterns, and that from an observation of these patterns 
definite conclusions can be drawn about future movements of 
stock prices and even about general business conditions for some 
time to come. Today, nearly forty years after the theory was first 
advanced, leading financial papers still interpret stock market 
action in its light. Therefore an attempt to analyze and verify the 
theory may well be justified.? 

The main postulate of the Dow theory is that there are at all 
times three movements occurring simultaneously in the stock 
market. If it is a bull market the primary movement lifts stock 
1This article has grown out of discussions during a seminar on security prices 
conducted in the spring of 1939 by the late Professor Fritz Lehmann of the Graduate 
Faculty of the New School for Social Research. The author is greatly indebted to 


Professor Lehmann for advice and constructive criticism which materially aided 
the completion of this study. 

2 The theory is named after Charles H. Dow, who formulated its principles in a 
number of editorials in the Wall Street Journal from 1900 until 1902. It was fur- 
ther developed by William Peter Hamilton in his book, The Stock Market Barome- 
ter, which appeared in 1922, and in his editorials in the Wall Street Journal up 
to the end of 1929. In recent years extensive studies of the theory have been 
published by Robert Rhea: The Dow Theory (1932), The Story of the Averages 
(1934), Dow’s Theory Applied to Business and Banking (1938). Nine articles on 
“Making the Dow Theory Work” by Sparta Fritz, Jr., and A. M. Shumate were 
published in Barron’s from August 21 to October 23, 1939. 
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prices from the bottom to the peak—to a period of prosperity and 
rampant speculation; and if it is a bear market the primary move- 
ment carries quotations from the top to the bottom—to a period 
of depression and distress selling. While this broad movement is 
under way the secondary movements are occurring: alternate 
swings in the direction of the primary movement, and reactions. 
While both primary and secondary movements are going on, the 
third movement, daily fluctuations, keeps changing the market 
level hither and thither. These three movements are regarded as 
distinctly different in character, and as the only types of move- 
ments going on in the stock market. 

The length of time which the primary movement may consume 
was stated by Dow in 1900 to be “at least four years.’”’ Hamilton, 
in 1922, changed this to “from a year to three years.” But his 
forecast, like Dow’s earlier one, was contradicted by the subsequent 
action of the market, and Rhea, in 1932, had to limit himself to 
the pronouncement that the primary market “may be of several 
years duration.” Equally vague are the statements about the dura- 
tion of secondary movements, which, according to Rhea, “usually 
last from three weeks to as many months.” Nothing definite is 
said about the number of days during which prices may move in 
one direction without constituting more than day-to-day fluctua- 
tions. 

Exact statements about the amplitude of the several movements, 
either in number of points or in relation to the market price, 
cannot be found in the writings on the Dow theory. We are told, 
however, that a primary movement consists of at least two swings 
in the primary direction, separated by one secondary reaction; 
the number of these swings and reactions may be much larger, 
but no upper limit is given. On the amplitude of the secondary 
movements the Dow theory states only that prices during a sec- 
ondary reaction generally retrace from 33 to 66 percent of the 
preceding swing in the primary direction. From this it follows that 
during a bull market each low point, or end of a secondary down- 
ward reaction, tends to be higher than preceding low points, 
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while within a bear market each high point, or end of a secondary 
reaction upward, tends to be lower than preceding high points, 
It does not follow necessarily, but it is also maintained by the Dow 
theory, that generally, during a bull market, each high point, or 
end of a secondary upward swing, is higher than preceding high 
points, and conversely for low points in a bear market. 

The tool employed by the Dow theorist in observing the stock 
market is the Dow-Jones schedule of averages of the daily closing 
prices of industrial and of railroad stocks. These averages are by 
no means the best available index for the movement of stock prices 
over extended periods. The number of stocks included is rather 
small. Selection and substitutions of stocks were made arbitrarily. 
During certain periods adjustments for stock split-ups were made, 
but at other times such adjustments were not made. The averages 
are arithmetical averages of actual prices, thus giving undue 
weight to stocks selling at a high price per share. Nevertheless the 
Dow-Jones averages may be accepted as a fairly good indicator of 
the movements in the prices of leading issues for the duration of 
a cycle. 

The volume of stock market transactions is also considered 
important. A situation of high market activity on rallies and of 
dullness on declines, according to the Dow theory, usually precedes 
price advances of secondary magnitude. A high sales volume on 
declines and a small one on advances, on the other hand, is ordi- 
narily to be expected before any secondary price decline, either 
in a bull market or in a bear market. 

With all these characteristics of the market movements in mind, 
the Dow theorist believes he is capable of predicting the primary 
trend. The rule for forecasting has been formulated by Rhea as 
follows:* 


“A prediction of a bull market in stocks and for forthcom- 
ing expansion in business following a period of depression is 
afforded when both Industrial and Rail averages: 

(1) Advance substantially into a pattern of sufficient dura- 

3 Dow’s Theory Applied to Business and Banking, pp. 82, 83. 
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tion and extent to be designated as a secondary reaction 
(rally) in a bear market and then— 
(2) Recede, with activity diminishing as the decline pro- 
gresses, approaching, but not jointly penetrating the bear 
low points, after which— 
(3) A further rally, with increasing activity, lifts both aver- 
ages above the preceding secondary high point. 
On the day both indicators close above their stipulated pre- 
ceding highs, the Dow theorist is given his confirmation of a 
change in trend.” 


Precisely the opposite is necessary, according to Rhea, to indicate a 
beginning bear market. 

Quite unrelated to the hypothesis of the three movements, and 
its service as basis for forecasting the primary trend, is the Dow 
theory’s statement about “lines.” These, according to Rhea, are 
“price movements extending two to three weeks or longer, during 
which period the price variations of both averages move within a 
range of approximately five percent.”* The Dow theory contends 
that if both averages finally advance above the upper limits of the 
line, rising prices are to be expected for a while, and that if the 
line’s lower limits are broken by both averages a short-run decline 
will follow. No conclusions about the long-term trend are drawn 
from lines. 

The analysis of stock price movements contained in the Dow 
theory is based on empirical observation, and neither Hamilton 
nor Rhea shows much concern about the reasons for the outlined 
behavior of the market. Yet if the causes for the several move- 
ments could be shown, the contention that there actually are three 
types of movements going on in the market, and not four or six 
or as many as anyone cares to observe, could be greatly strength- 
ened. What, then, are the possible forces behind the described 
three movements? 


*The Dow Theory, p. 15. A better formulation would probably be: price move- 
ments of more than two weeks during which period neither average changes by 
more than approximately five percent. 
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The Dow theorists appear to hold business fluctuations responsi- 
ble for bull and bear markets, and this explanation will meet little 
opposition except from those who, contrariwise, blame business 
fluctuations solely on the stock market. Secondary reactions, it 
seems, are regarded as correcting movements setting in after the 
swings in the primary direction have carried prices farther than 
warranted by business conditions. Daily fluctuations, according to 
Rhea,® depend on “the news of the day.” 

These explanations are not convincing. That the influence of 
business conditions upon the stock market is not confined to the 
broad swing is clearly demonstrated by J. A. Ross, in a table 
which compares the Dow-Jones industrial averages with the Cleve- 
land Trust Company’s index of industrial production through 
the years 1929 to 1937. Analysis of Ross’s material indicates that 
the observed stock price movements with an average duration of 
two and one-half months were related not only to increases or 
decreases in the level of industrial production, but, even more 
closely, to changes in the speed of these increases or decreases. It 
is found that in 31 out of 41 cases rising stock prices were accom- 
panied by an increase in the speed of recovery or a slowing down 
in the pace of the slump, or falling quotations coincided with a 
retardation of recovery or an increasing speed of business deteriora- 
tion. Business fluctuations, therefore, can by no means be elim- 
inated from the possible causes of movements of secondary extent 

or duration. Nor is it at all likely that changes in sentiment pro- 
duce only secondary movements, and never result in movements 
of greater magnitude or in minor day-to-day oscillations. And, 
finally, the news of the day clearly extends its influence beyond 
the field of daily fluctuations. Political developments frequently 
exert a profound influence upon stock prices. 

Movements of stock quotations are determined by the opinions 
about the future, and by the resources available for stock invest- 


5 The Story of the Averages, p. 111. 
6 James Alexander Ross, Jr., Speculation, Stock Prices and Industrial Fluctuations 
(New York 1938) Table 43, p. 377. 
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ment, of all those who take an active interest in the stock market. 
Opinions, in turn, are influenced by economic and political facts, 
by the extent of knowledge or misinformation about such facts, 
and by psychological factors. Regulations, such as those pertaining 
to margin trading, have their bearing upon the amount available 
for investment in stocks, and so, too, have psychological reactions, 
inasmuch as an interest in stock speculation arising among persons 
who had previously paid no attention to the exchange may vastly 
increase the capital supply of the community of potential investors. 
Rarely, if ever, can a movement of stock prices be explained by a 
single one of the underlying factors. Some of the enumerated basic 
factors may tend to swing backward and forward, but it is hard 
to believe that their interaction would produce such a continuous 
change from bull to bear market, and such regular alternations 
between upswings and downswings within each primary move- 
ment, as the Dow theorists believe they have found. Strong sta- 
tistical evidence is obviously needed, in the face of these theo- 
retical doubts, to prove the existence of three types of movements 
in the stock market. 


II 


A good deal of statistical work in support of the Dow theory has 
been done by Robert Rhea. In Dow’s Theory Applied to Business 
and Banking he presents a complete record of all the secondary 
movements accompanying the ten bull and ten bear markets which 
occurred between 1896 and 1938. For the greater part of that 
period he supplies, in The Story of the Averages, figures on minor 
movements that are not considered to be secondary, thus greatly 
facilitating the task of determining whether the movements of 
each type are similar in important respects, and different from 
those of the two other types. 

The bull markets observed by Rhea vary in duration from as 
short as 14 months to as long as 73 months. The shortest bear 
market lasted for only 8 months, and the longest one 34 months. 
The bull markets showed from two to ten secondary reactions and, 
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since each bull market starts and ends with a swing upward, from 
three to eleven swings in the primary direction. In one of the 
bear markets there were eight downward swings interrupted by 
seven secondary reactions. Two bear markets, however, consisted 
of only two downward swings and one upward reaction. 

Still greater are the secondary movements’ variations in dura- 
tion. In December 1904 a secondary reaction lasted only 7 days 
for industrials and 9 days for rails; and in November and Decem- 
ber 1928 a similar movement lasting for 10 days in industrials 
and 11 days in rails is called a secondary movement. But the same 
designation, “secondary reaction in a bull market,” is given to a 
movement in 1932-33 that lasted for nearly 6 months, and to a 
movement in 1897-98 that continued for 614 months in industrials 
and for more than 7 months in railroad stocks. Secondary swings 
at the beginning of bull markets consumed 22 calendar days in 
1910-12, 28 days (railroads) and 30 days (industrials) in 1914-15, 
16 days (industrials) and 39 days (rails) in 1938, but more than a 
year in 1911-12 and nearly as much in 1925-26, 1926-27 and 
1936-37. 

Also in regard to the amplitude of fluctuations there seems to 
be a good deal of arbitrariness in designating a movement as pri- 
mary, secondary or daily. The following are regarded as secondary 
movements in bull markets although in industrials the reactions 
carried the index below the preceding low points. 


Industrials Railroads 
6/23/00 53.68 6/23/00 72.99 
7/23 59.02 8/15 78.06 
9/24 52.96 9/24 73.77 
7/31/23 86.91 8/ 4/23 76.78 
8/29 93.70 9/11 80.53 

10/27 85.76 10/27 77.65 


And the following movements, despite their slightness, are re- 
garded as secondary upswings and reactions in a bull market. 
Underscored figures indicate the beginning of a secondary up- 
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Industrials Railroads 
6/20/21 64.90 6/20/21 65.52 
8/24 63.90 8/24 69.87 
11/29 77.76 11/29 76.66 
12/15 81.50 12/15 74.20 
12/23 79.31 12/23 73.30 

1/10/22 78.59 1/10/22 73.53 


swing, according to Rhea’s reckoning, and also its end—the start- 
ing point of a secondary reaction. For each date representing a 
turning point in either industrials or rails the figure for the other 
has been supplied, in order to indicate more clearly how insig- 
nificant the reaction was. Further examples of slight movements 
regarded as secondary reactions follow. 


Industrials Railroads 
12/ 5/04 73.23 12/ 3/04 119.46 
12/12 65.77 12/12 113.53 
5/18/08 75.12 5/18/08 104.45 
6/23 71.70 6/22 97.96 
12/11/12 85.25 12/14/12 115.61 
1/ 9/13 88.57 1/ 9/13 118.10 
8/20/24 105.57 8/18/24 92.65 
10/14 99.18 10/14 86.12 


Let us now, for comparison, look at some of the movements 
which, in Rhea’s analysis, are not called secondary. The succession 


Industrials Railroads 
2/ 5/29 322.06 2/ 2/29 161.32 
2/16 295.85 2/16 151.58 
3/1 321.18 3/ 1 158.62 
3/26 296.51 3/26 147.41 
3/28 308 .85 4/ 6 152.16 
4/9 299.13 4/10 149.38 
5/ 4 327.08 5/ 4 152.87 


5/27 293.42 5/27 147.18 
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of movements shown above is regarded as one secondary reaction. 
Thus price rises such as the one occurring in the second half of 
February, or even the longer-run decline from the beginning of 
February to March 26 and the subsequent recovery terminating 
May 4, are called daily fluctuations. 

And not only in the frantic year 1929 did wide “daily fluctua- 
tions” take place. In the following tabulation underscored figures 
again indicate the beginning or end of what Rhea regards as 


Industrials Railroads 
6/24/30 211.84 6/25/30 125.03 
7/28 240.81 7/18 135.46 
8/12 217.24 8/14 126.56 
9/10 245 .09 9/10 132.73 

11/10 171.60 11/10 103.94 
11/21 190.30 11/21 112.17 
12/16 157.51 12/16 91.65 








secondary movements. The rally in November, which lifted prices 
10 percent, is classified as a day-to-day movement. The changes in 
price level from July to September are regarded as daily fluctua- 
tions, and strange as it may seem they are regarded as part of an 
upswing in industrials, but as part of a downswing in rails. 

The latter contradiction is apparent also in another example. 
If there is a factual difference between these two types of move- 


Industrials Railroads 
1/ 5/32 71.24 1/ 5/32 31.36 
1/15 85.88 1/15 41.30 
2/10 71.80 2/9 32.76 
2/19 85.98 2/16 40.45 
2/23 80.26 3/ 1 35.95 
3/ 8 88.78 3/ 5 38.65 
7/ 8 41.22 7/ 8 13.273 








ments how is it possible that the rise in the first half of January 
1932 is regarded as daily fluctuations in industrials but as a full- 
fledged secondary movement in rails? It should not be forgotten 
that the Dow theory considers the stock market as a unit, and the 





ewe th awe  slUrMk,lCt Cel LUCUrlC(<ir swlU elhlUCUCU Olle 





ion. 
E of 
r of 
ing 


ires 
| as 


ces 


la- 
an 


le. 


ry 
I- 











THE DOW THEORY OF STOCK PRICES 213 


two averages merely as two instruments for the observation of 
one object. Are the underscored figures in either series in this tabu- 
lation really turning points essentially different from those not 
underscored? True, Rhea’s reckoning of secondary movements pro- 
duces the bear market pattern: the low points of July 8 are below 
the preceding low points of January 5, and the high points of 
January 15 and March 8 are below the preceding high points, not 
shown in the table. But if an analyst makes this result one of the 
determinants for distinguishing secondary movements from day- 
to-day fluctuations, he includes in his premise what he set out to 
prove. The Dow theory contends that the described pattern will 
be formed in a bear market by movements which somehow differ 
from daily fluctuations as well as from the primary market move- 
ments. The only ways ever mentioned in the Dow theory by which 
they might differ are amplitude and duration, but neither is a 
consistent criterion in the foregoing examples. 

In the following tabulation the movement after June 20 is re- 
garded as part of the last downswing of a bear market, as far as 


Industrials Railroads 
1/15/21 75.14 1/15/21 77.56 
$/ § 80.03 5/ 9 75.38 
6/20 64.90 6/20 65.52 
7/ 6 69.86 7/7 72.49 
7/15 67.25 7/15 70.32 
8/ 2 69.95 8/ 2 75.21 
8/24 63.90 8/24 69.87 





industrial stocks are concerned, but in railroads it is taken as part 
of the first upswing in a new bull market. All movements between 
June 20 and August 24 are relegated to the category of daily 
fluctuations, though in amplitude and duration they are certainly 
greater than in many cases where secondary movements are found. 

The most curious interpretation is placed by Rhea upon the 
following market movements, all of them regarded as just one 
secondary movement, a reaction in a bull market. It would better 
agree with Rhea’s general interpretation to consider the under- 
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Industrials Railroads 
9/ 7/32 79.93 9/ 3/32 39.27 
9/19 65.06 9/14 29.71 
9/21 75.16 9/24 36.95 
10/10 58.47 10/10 23.65 
10/19 65.74 10/20 29.76 
11/ 3 58.28 11/ 3 24.70 
11/12 68 .04 11/12 30.61 
12/ 3 55.83 12/ 3 24.33 
12/14 61.93 12/14 28.16 
12/22 56.55 12/23 24.05 
1/10/33 64.35 1/11/33 29.52 
2/27 50.16 2/25 23.43 








scored dates as turning points between secondary movements. We 
would then have a pattern that conforms fairly well with the Dow 
theory’s concept of a bear market, its low points tending to be 
below previous low points and its high points below previous highs. 
Unfortunately, however, this pattern occurred while, in Rhea’s 
opinion, not a bear but a bull market was under way, a bull market 
that was to carry the railroad average from its all-time low of 13.23 
in July 1932 to 64.46 in March 1937, and industrial stocks, over 
the same period, from 41.22 to 194.40. Rhea could have called 
the movement represented in the above table a complete bear 
market. This would have been the shortest bear market on record, 
only 514 months, and it would have compelled the interpreter to 
call the preceding 2 months upswing a complete bull market. 


Industrials Railroads 
7/26/10 73.62 7/26/10 105.59 
8/17 81.41 8/17 115.47 
9/ 6 78.45 9/ 6 110.57 
10/18 86.02 10/18 118.44 
12/ 6 79.68 12/ 6 111.33 
2/ 4/11 86.02 2/ 7/11 119.97 
4/22 81.32 3/ 2 115.75 
6/19 87 .06 7/21 123.86 
9/25 72.94 9/27 109.80 


9/30/12 94.15 10/ 5/12 124.35 
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The so-called bull market of 1910-12 likewise confronts us with 
a movement that fits neither the concept of a secondary reaction 
nor that of a complete bear market. Its secondary movements are 
given by Rhea as shown on the preceding page. The irregularity 
is the decline from June to September 1911, which carried both 
averages below the low points of all previous reactions, and carried 
the industrial average even below the bottom of the bear market 
which terminated in July 1910. 

We may define a bull market as a period during which stock 
prices advance from a low point not fallen short of within a year 
previous or subsequent, to a high point not surpassed within a 
year previous or subsequent; and a bear market may be defined 
inversely. If we then use the Dow-Jones averages as our tool of 
observation Rhea’s figures for number, duration and amplitude 
of bull and bear markets are found to be correct. But the assertion 
that the ups and downs occurring during these primary move- 
ments can be separated into two distinctly different categories, 
secondary and daily, appears to be entirely without foundation. 

The statement of the Dow theory that during a bull market high 
points tend to be higher than preceding high points and low 
points higher than preceding low points, while in a bear market 
low points tend to be below previous low points and high points 
below previous high points, would be significant only if the ex- 
ceptions were few, for general tendencies of this kind are to be 
expected in any irregular upward or downward movement.’ Rhea’s 


™To the reader who doubts this, one of the following experiments is recom- 
mended. Cast a die, and record the results on a chart, moving one square to the 
right each time the die is cast, and 3 squares up on a 6, 2 squares up on a 5, 1 
square up on a 4, 1 square down on a 3, 2 squares down on a 2, 3 squares down on 
a 1. Or take any irregular series of figures from 0 to 9, such as the last digit of the 
prices of various securities as they appear in the daily papers, and record them on 
a chart in this way: move one square to the right each time and I, 2, 3, 4 or 5 
points up on 5, 6, 7, 8, 9, respectively, and 1 to 5 points down on the numbers 4, 3, 
2, 1, 0. After something like 200 moves it will be possible to discern stretches during 
which the curves show a decided upward trend, with high points tending to be 
higher than preceding high points, low points higher than preceding low points. 
And there will be stretches with a marked downward tendency, where the oppo- 


site will be found. 
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compilations seem to indicate that the exceptions to his rule were 
hardly more than 5 percent. But when we examine the small move- 
ments that were called secondary, and the extended changes in 
market level that were classified as daily fluctuations, it becomes 
obvious that within a large border region movements were called 
secondary only if the resulting chart conformed to preconceived 
ideas. The same holds true for the allegation that reactions gen- 
erally retrace from one-third to two-thirds of the preceding move- 
ment in the primary direction. In this case the exceptions are 
frequent even in Rhea’s own compilations, and they become 
numerous enough to render the rule meaningless if we reinstate ) 
as secondary movements all those fluctuations that were deprived 
of the name not because they were small or short-lived but because 
they did not behave as anticipated. 





III 


—= «2 38 feet fee 


No attempt has ever been made, as far as this writer is aware, to 
prove statistically the Dow theory’s assertion that valid conclusions 
about future market movements can be drawn from a comparison 


of the turnover of stocks on days of advancing and days of declin- 1 
ing prices. I have tried to test this contention by computing, for 1 
periods around the top of the bull markets of 1899, 1909, 1919, 1 
1929 and 1937, the average volume of shares traded on full trad- 1 
ing days when both the industrial and the railroad stock indices e 


advanced, and on days when both indices declined. The periods f 
selected were always terminated before a decisive break in the 


On Advance On Decline 
1899 568,000 shares 24 days 581,000 shares 25 days ‘ 
1909 898 , 000 27 866 , 000 23 a 
19198 1,558,000 18 1,557,000 10 
1929 4,379,000 12 4,770,000 9 
1937 2,495,000 20 2,506,000 14 : 
8 For 1919 the comparison was made between days when the industrial average 1! 
rose or fell, since the railroad average—because of government management of 1! 


the roads — did not reflect general stock market conditions at that time. 1" 
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market occurred. The results are shown above. According to the 
theory a heavier volume is to be expected on declines, indicating 
the imminent reversal of the upward trend. Actually we find this 
situation but twice, while in two instances the average volume is 
almost exactly equal and in one it is greater on the advance. 
The test was repeated in the following calculation, the only 


On Advance On Decline 
1899 598,000 shares 8 days 662,000 shares 6 days 
1909 694,000 6 680,000 4 
1919 1,612,000 6 1,639,000 5 
1929 3,940,000 4 4,314,000 8 
1937 2,473,000 7 2,539,000 5 


difference being that the observation was limited to a shorter 
period, immediately preceding a distinct break in the market. 
Here the results conform somewhat better to the rule, although 
the tendency toward a heavier volume on days of falling prices is 
not a strong one. The same test was applied to four other periods, 


On Advance On Decline 
1898-99 586,000 shares 24 days 576,000 shares 11 days 
1915 596,000 31 506,000 24 
1924 1,472,000 17 1,479,000 6 
1930-31 2,068,000 12 1,990,000 7 


each constituting the first half of a continuing upswing. Here we 
find, in conformity with the theory, greater activity when prices 
advance, but again not much greater and not without exception. 

For declining or stable markets preceding an upswing, when 
according to the rule a heavier volume is to be expected on days 
of rising prices, the following pattern was found. 


On Advance On Decline 
1898 236,000 shares 3 days 263,000 shares 6 days 
1926 1,006,000 3 965 ,000 4 
1938 Mar.—Apr. 932,000 3 1,363,000 5 
1938 June 480,000 4 347,000 5 
1939 906 , 000 4 1,363,000 5 
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Only in the figures for periods constituting the first half of 
continuing declines is there no exception to the rule. 


On Advance On Decline 
1907 522,000 shares 7 days 567,000 shares 11 days 
1912 467 ,000 16 533,000 18 
1926 1,939,000 2 2,095 ,000 5 
1932 1,196,000 4 1,472,000 17 


Thus we may say that while the observations of the Dow theory 
with regard to market activity appear to be basically correct, the 
tendencies are not very strong, exceptions are frequent, and a 
reversal of the market trend often occurs without any prior indi- 
cation in the number of shares sold. The volume of transactions 
when prices rise and when prices fall may give a clue as to the 
attitude of the investing public, but since the attitude prevailing 
today is not the only factor concerned in the prices of tomorrow, 
volume changes can hardly be expected to predict with depend- 
ability tomorrow’s prices. 


IV 


If a trader had followed the Dow theory consistently since 1897, 
and had interpreted all market movements in the same way as 
Rhea did in his retrospective market analysis, he would have 
made ten purchases and ten sales in forty years, and the result 
would have been as follows: $100 invested in industrials on June 
28, 1897, would have grown to $3603.88 on September 7, 1937, 
and the same amount invested in rails would have increased to 
$533.24.9 Over the same forty-year period $100 invested in in- 
dustrials would have increased to $502.08,!° and $100 invested in 
railroad stocks would have shrunk to $79.95 if held uninter- 
ruptedly. 

The loss in income which the Dow theorist would have suffered 
by keeping his fund uninvested for as much as thirteen and one- 
® Dow’s Theory Applied to Business and Banking, p. 102. 


10For the purpose of this computation the Dow-Jones industrial average had to 
be corrected to eliminate the break that was allowed to occur in 1914. 
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half out of the forty years is, of course, by no means negligible. 
Corrections ought to be made also for commissions and stock 
transfer taxes, and for the fact that actually the Dow theorist can 
sell or buy only after his selling or buying signal has been estab- 
lished by the prices at the end of the preceding day’s stock market 
session, while Rhea’s computation is based on the assumption that 
he sells or buys at the price which itself constitutes the signal. But 
the most important objection to Rhea’s computation as a proof of 
the validity of the forecasting rule arises from the fact that the 
computation is based upon the phenomenon called secondary re- 
action. If the foregoing analysis proved anything it proved that 
these ‘‘secondary movements” are indistinguishable from move- 
ments that are designated as day-to-day fluctuations by the Dow 
theorists.14 


11Qne more example may demonstrate how the artificial distinction between 
secondary and day-to-day fluctuations can be misused in retrospective market 
analysis. Here again the underscored figures denote the turning points between Rhea’s 
“secondary movements.” The changes from September to November are classified 


























Industrials Railroads 
9/ 3/29 381.17 9/ 3/29 189.11 
10/ 4 325.17 10/ 4 168.26 
10/10 352.86 10/11 178.53 
11/13 198.69 11/13 128.07 
12/ 7 263.46 12/ 9 151.95 
12/20 230.89 12/20 143.02 
4/17/30 294.07 3/29/30 157.94 





as secondary swings. A selling signal therefore appears on October 23, 1929, when 
both averages, after failing to surpass the September highs, break through the 
level of October 4. The movements after November 13 are called day-to-day oscil- 
lations, in spite of the fact that the smallest of them, the price decline in De- 
cember 1929, exceeds both in amplitude and in duration the movement between 
October 4 and October 10 or 11. The reason for this inconsistency is obvious. If 
we designate as secondary the movements between November 1929 and April 1930 
we will be confronted with a buying signal on February 7, 1930, when the aver- 
ages, after failing to break through the November lows, surpass the high points of 
December 7 and 9. A purchase at that time, however, would have reduced the 
total profits of the Dow theorist in the previously mentioned computation by more 
than one-fifth. If the inconsistency is remedied by calling all movements in the 
foregoing table day-to-day fluctuations, the profits over the forty-year period will 
be reduced by as much as one-fourth or even one-third, depending upon the in- 
terpretation placed upon some subsequent changes of the market level. 
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It should be noted, too, that the forecasting rule limits itself 
to the time following a period of depression or a period of pros- 
perity. In doing so it presupposes that there will always be times of 
prosperity and of depression, and that they will generally be recog- 
nized as such when they occur. Did the investing public, in 1929, 
believe that depressions were bound to recur? Did they know, in 
1932 and 1933, that some measure of prosperity would return 
without a fundamental change in our economic set-up which 
might seriously impair the value of securities? With that knowl- 
edge nobody would have needed the guidance of the Dow theory 
to make profits from security transactions during those times. It 
was the widespread belief that the ordinary laws of economics were 
no longer valid which kept people from selling during the specula- 
tive boom of 1929, and from buying during the worst depression 
months of 1932, yet the Dow theorist, in the preceding computa- 
tion, derives the bulk of his profits from transactions in these two 
periods. 

If we limit the computation to the more than thirty-two years 
from June 28, 1897, to October 23, 1929, we find that investments 
of $100 in industrial stocks and $100 in railroad stocks would 
have grown, respectively, to $933 and $300 if held uninterruptedly 
over the full period, to $1840 and $485 if managed according to 
the Dow theory, assuming that the purchases and sales were made 
at the prices which themselves constituted the signal to buy or 
to sell, and to $1570 and $442 if managed according to the Dow 
theory, the purchases and sales being made at the closing price of 
the next following day. The difference becomes still smaller when 
the lower interest return on the Dow theorist’s investment is 
taken into account. And to achieve even such a moderate result 
the Dow theorist would have had to perform, for thirty-two years, 
the impossible task of distinguishing insignificant “day-to-day 
fluctuations” from significant “secondary movements,” in the same 
way as Rhea did with the aid of hindsight. 

Not always, moreover, is the Dow theory’s forecasting rule pre- 
sented in terms so cautious as those employed by Rhea in his at- 
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tempt to prove the rule’s validity by applying it to the past. The 
limitation referring to the time “after a period of depression” or 
“after a period of prosperity” is often neglected, and clues about 
the future trend are sought at all times. If there is a protracted 
sidewise movement the rule about lines is utilized, which, how- 
ever, does not purport to show more than a short-term trend. In 
other instances the commonsense rule that during a rising market 
high points tend to exceed previous highs and low points to be 
above previous lows, while in declining markets low points tend 
to be below previous lows and high points below previous highs, 
is reversed. 

In The Dow Theory Rhea has informed us (p. 75): “Successive 
rallies penetrating preceding high points, with ensuing declines 
terminating above preceding low points, offer a bullish indica- 
tion. Conversely, failure of the rallies to penetrate previous high 
points, with ensuing declines carrying below former low points, is 
bearish.” In this formulation of the forecasting rule the distinc- 
tion between secondary movements and day-to-day fluctuations 
has apparently been dropped, and with it the whole theory about 
the three movements. What remains is a definition of a bull 
market and of a bear market. If we knew how long bull or bear 
markets thus defined may possibly last, or how far they may carry, 
we would be able at certain times to forecast the market trend. 
Unfortunately the Dow theory does not tell us anything about 
that. 


Vv 


There remains for verification the Dow theory’s statement about 
lines, which says that a market advance or decline beyond the nar- 
row limits established during at least two weeks of market stability 
can be relied upon to continue for a while. 

The psychological background of this rule is obvious. Nothing 
makes people more bullish than a rising market, nothing makes 
them more bearish than a price decline. Many a man who has for 
some time considered buying may do so when he sees a price ad- 
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vance after weeks of stability, and vice versa. As previously stated, 
however, psychological factors are not the only ones contributing 
toward movements of the market, and new facts may change 
the trend. 

Statistical analysis bears out this expectation. From 1897 to 
1932 Rhea, in The Story of the Averages, finds 26 lines that are 
finally broken on the same side by both averages. Of these lines 
19 occurred by 1914, and only 7 during the following eighteen 
years. In a single case Rhea admits that the market went contrary 
to expectations. In some other instances the movements in the 
expected direction were extremely small. From March 2 to April 
29, 1911, for example, the industrial average stayed between 84.13 
and 81.32, while rails remained between 118.73 and 115.75. Rails 
penetrated the upper side on May 1, and when industrials followed 
on May 16 the rail average stood at 119.96, whereas industrials 
had reached 84.63. During the following months industrials ad- 
vanced as much as 2.43 points and rails gained a maximum of 3.90 
points before declines of about 14 points occurred. 

From July 19 to September 14, 1900, industrials maintained a 
level of 56.80 to 59.02, and railroad stocks remained between 
75.75 and 78.06. On September 15 the line was broken on the 
downside by both averages. The succeeding decline, however, was 
limited to 3.60 points in industrials and 1.61 points in rails, and 
a strong bull market followed. 

With some diligent search, lines can be found that were not 
recorded by Rhea. From September 8 to October 9, 1924, for 
instance, 101.13 and 104.68 denote the limits for the movements 
of industrial stocks, 88.26 and 90.71 those for rails. On October 14 
of that year industrials, following the lead of railroad stocks, pene- 
trated on the downside, but the lows touched on that date were 
not reached again for nearly seven years. 

Lines are not defined exactly enough by the Dow theorists to 
allow of only one interpretation in any given instance. Therefore 
it is hardly possible to make a statistical comparison of the num- 
ber of cases in which the rule proves right and those in which it 
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does not. The examples given, together with theoretical considera- 
tions, should be sufficient, however, to show that not too much 
emphasis should be placed upon the reliability of lines as a fore- 
caster of the short-term trend. 


VI 


In appraising the Dow theory as a whole it appears that some of 
its observations about the stock market are right, some wrong. 
Correct is the observation that when the general market trend 
points upward a higher volume of transactions usually occurs on 
days of advancing prices than on days of falling prices, and vice 
versa when there is a general downward tendency. Correct also 
is the statement that a trend which develops after a period of 
stability has a tendency to continue for a while. Both of these 
observations refer only to the short-term market trend. They are 
a help to the professional trader who pays more attention to short- 
term prospects for the entire market or for individual securities 
than to long-term speculations.” 

Unproved and untenable, however, are the Dow theory’s more 
fundamental assertions about a regular cyclical movement of stock 
prices, and about the two different kinds of minor fluctuations 
that accompany these regular cyclical swings. In the price move- 
ment from a low point not fallen short of within a year previous 
or subsequent, to a high point not surpassed within a year before 
or after, there is nothing which makes that movement one organic 
whole consisting of various integral parts. There is nothing on 
the chart of such a bull market that essentially differs from a rising 
stretch in other chance curves. Therefore there can be no means 


12 Another such help to the short-term speculator has arisen under the influence 
of the Dow theory itself. Whenever a decline in stock prices has failed to pene- 
trate a previous low point, and rising prices bring the market close to the pre- 
ceding high point, only a penetration of that high point is necessary to produce a 
great number of buying orders from the many believers in the Dow theory. If the 
insider sees in the course of the market session that this condition will probably be 
fulfilled by the day’s closing prices, he can place his orders ahead of the crowd, 
and can sell a day or two later, after the theory’s adherents have further raised the 
market level. 
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of diagnosing a bull or bear market as such in its early stages, or 
of benefiting from the knowledge that this bull or bear market, 
once under way, must continue. 

The Dow theory’s belief that general business conditions can 
be foretold from an analysis of the stock market is based on the 
knowledge that great changes in the level of stock prices usually 
accompany similar changes in business conditions. Therefore the 
claim to possession of a key for predicting business conditions falls 
with the claim to possession of a key for predicting the long-term 
market trend. 

The Dow theory, basically, is merely a reflection of economic 
theories about a regular and unalterable cyclical movement of 
business conditions. But these economic theories have long since 
been discarded by leading economists. 


(New York City) 
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ON THE INTELLECTUAL ORIGIN 
OF NATIONAL SOCIALISM 


BY CARL. MAYER 


Accorp1ne to a view which is predominantly held today in 
England and America,‘ the intellectual origin of National Social- 
ism must be looked for in what are regarded as the peculiarities 
in the history of German philosophical and political thought. By 
this is meant those intellectual forces which make German thought 
radically different from all intellectual traditions of western civili- 
zation. Roughly speaking, these peculiarities are seen in German 
Protestantism and German classical and romantic thought, and 
in the way in which they reshaped themselves in the later nine- 
teenth century. As far as National Socialism is concerned, they are 
stated more specifically as: Lutheran theology, German idealistic 
philosophy, German romanticism, and the intellectual movement 
that centers on Nietzsche. These four developments are regarded 
as containing, actually or potentially, all the main intellectual 
and moral elements that characterize National Socialism—au- 
thoritarianism, totalitarianism and nationalism in the realm of 
political thought, and irrationalism and nihilism in the field of 
general philosophic ideas. I wish to modify and amplify this posi- 
tion, but first it may be desirable to restate briefly the analysis 
on which it is commonly based, and to point out the extent to 
which it is justified. 


I 


It might seem at first sight that Lutheran theology can only 
remotely, if at all, be related to National Socialism. Actually, 
1See, for example, M. Rader, No Compromise (New York 1939), and William M. 
McGovern, From Luther to Hitler (Boston 1941). The view is expressed most clearly 
and sharply, though it is not elaborated, by Reinhold Niebuhr, Christianity and 
Power Politics (New York 1940) especially pp. 49 ff. 
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however, its interpretation of man and the world in general,? and 
of society and the state in particular, has all the earmarks of 
authoritarianism. Thus there is justification in regarding it as 
a first intellectual source of National Socialism. 

Lutheran theology, it is argued, is based upon a radical interpre- 
tation of the two doctrines of sin and grace in the Christian creed. 
According to this interpretation the nature of man and also the 
nature of the social world in which he lives on this earth are 
such as to manifest the unfathomable and yet fundamental fact 
of sin in all life. As they are, they do not represent what one may 
term the original or “natural” order of things. On the contrary, 
they represent creation not only marred but fundamentally per- 
verted and decayed by sin: the corpus peccati. Therefore the life 
of man is ruled not by the law of love but by the law of selfishness, 
and the life of society is governed not by the law of reason and 
justice but by the law of force and compulsion. Because of the 
doctrine of redemption of human nature by grace there are strong 
moral possibilities for the individual Christian to live according 
to the law of love as far as his own inner life and his personal 
relations are concerned. But as far as the “world” is concerned, 
that is, the realm of human society, no such hope can be enter- 
tained. The “‘world” will remain hopelessly consigned to the forces 
of sin and evil to the end of its days. 

The consequences of this position are twofold. In the first place, 
a profound gulf is created between man’s inner personal life on 
the one hand, and the “world” on the other, and indifference to- 
ward the world is regarded as a duty rather than a defect of the 
soul. And second, in matters of the world itself the logical outcome 
is an attitude of despair and passivity. In contrast to Catholicism’s 
insistence on the relative efficacy of rational action in this world, 
and in contrast to Calvinism’s insistence on the relative efficacy of 


2See Ernst Troeltsch, The Social Teaching of the Christian Churches (New York 
1931) vol. 2, pp. 515 ff. For a recent restatement of the theoretical position which 
Troeltsch initiated in the interpretation of Lutheran theology see Eduard Heimann, 
“The Great Gulf Between Germany and the West,” Christendom, vol. 5, no. 3 
(Summer 1940) pp. 332 ff. 
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ORIGIN OF NATIONAL SOCIALISM 227 
moral action in this world, Lutheran Protestantism mistrusts 
both. Its attitude toward the world is one of radical pessimism, in 
which elements of hope and despair are curiously blended. It is 
only in the logic of the situation that a pessimism of this kind 
will eventually give rise to a complete amoralism and cynicism of 
hopelessness and despair. 

In these general principles of Lutheran theology its relation to 
an authoritarian view can be established only indirectly—in the 
sense of providing negative possibilities—but the authoritarian 
implication can be discerned directly and immediately in the 
Lutheran doctrine of the state. Briefly, this doctrine consists of 
three tenets. First, the state is not merely the result of the sociabil- 
ity of man’s nature, as for example the Catholic doctrine main- 
tains, but it is the result of, and the response to, the sinfulness of 
man’s nature. Only in this view can the real nature of the political 
order be understood. The state is poena peccati, and thus is force 
and compulsion and hence always one of the demonic powers in 
life. Yet, secondly, the state is necessary in order to offset the 
dangers of chaos and destruction that spring from sin, and to 
make life possible at all and to establish some sort of peace and 
external justice on this earth. The state, in short, is not only poena 
but also remedium peccati, and to that extent the state, though it 
is a coerced order, is good. Because it fulfils the function of ar- 
resting chaos and anarchy it is one of the most important “orders 
in creation,” possessing a specific dignity of its own, and it is for 
this reason that the individual citizen must freely and unhesi- 
tatingly subject himself to the political powers and render them 
obedience. Finally, the political order cannot be judged by any 
law higher than its own, such as for example the natural law of 
the Catholic doctrine. The natural law theory is inadequate to 
the political order because, in the first place, human reason is 
incapable of apprehending the true content of natural law and, 
in the second place, natural law can never be shaped to the 
exigencies of political life. Over against the natural law theory 
the idea is advanced that the political order carries its own norm: 
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the political order is law unto itself and in this sense is au- 
tonomous. This means that law must be found in the “orders” 
themselves, as they are given in the irrationality of the factum 
brutum. It is the norm of immanence and concreteness that must 





govern the body politic. 

It is easy to see the implications of such a doctrine. The place 
accorded to the state in the whole texture of individual and social 
life appears to be such as to lead, sooner or later, to a theory of 
its omnipotence. In the question of the balance between order 
and freedom the scales are weighed so heavily in favor of order 
as to make human freedom almost negligible. And, what appears 
to be even more important, the idea of autonomy of the political 
order, if taken radically, excludes the establishment of any moral 
principle, for instance the idea of justice by which political life 
may be judged from without or above. The conclusion is there- 
fore that the Lutheran doctrine of the state, stripped of its theo- 
logical context, has all the elements upon which the theory of 
authoritarian and totalitarian government is founded. 


If Lutheran Protestantism is the theology of authoritarianism, 
German idealism is its philosophy, and as such it is considered 
the second basic factor in the formation of ideas that led in the 
end to National Socialism.* Ostensibly what is called the philos- 
ophy of the German idealistic school is an attempt to find the 
principles of a true transcendentalism. Yet in reality, if only one 
is able to look through its subtle disguise, it is nothing but the 
assertion of subjectivism or, more precisely, of egotism. Far from 
being idealistic in the traditional sense of the word, it is, or at 
least it always has a tendency to transform itself into, crass mate- 
rialism. 

Ostensibly German idealistic philosophy attempts to find the 


8On the foregoing see Carl Mayer, “The Challenge of War to the Christian 
Churches,” in War in Our Time, ed. by Hans Speier and Alfred Kahler (New York 
1939) especially pp. 333 ff., from which some of the above remarks are taken. 

+See George Santayana, Egotism in German Philosophy (New York 1939); John 
Dewey, German Philosophy and Politics (New York 1915). 
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principles upon which a true morality can be established. Yet 
actually it has lost all understanding of the true meaning of moral- 
ity. In its contempt for, and radical attack upon, the idea of 
human happiness it shows itself to be nothing more than “moral- 
ism,” and thus it is no more than a reformulation of “heathen” 
morality. 

What German idealistic philosophy really is can best be de- 
ciphered in its political philosophy, and it is there that the rela- 
tionship to National Socialism can easily be discovered. In essence 
this political philosophy amounts to a redefinition of the principles 
of Machiavellian power politics. It is true that this redefinition 
is in terms of lofty philosophical ideas. But precisely because the 
New Machiavellism is philosophic, it is all the more radical and 
all the more disastrous in its consequences. If not of Kant, this is 
true of Fichte as well as of Schelling and Hegel. 

The Machiavellian tendency reaches its acme, of course, in 
Hegel’s ‘‘abstruse” philosophy, especially in that part of it which 
contains, as its final achievement, his whole philosophy of the 
absolute mind, his philosophy of the state. In any interpretation 
of Hegel’s philosophy the possibility of error must be admitted 
to be great. Yet it appears that his political philosophy can roughly 
be summarized in two principles. The first principle is the attribu- 
tion of a specific philosophic dignity to the state, a principle pre- 
sented with unequaled radicalism and intensity of thought. To 
Hegel the state is ‘das an und fiir sich Verniinftige.” It is the 
highest of the embodiments of the absolute mind on earth. In the 
state God, as the absolute mind, reveals Himself in human history 
and in so doing bestows upon it, in contrast to all the suffering 
and misery and littleness of human life, the greatness of the 
reality of the spirit—as if ‘carved in bronze.” The second princi- 
ple is that of the reality and truth of power (Macht). Power is the 
basic fact of political life, and philosophy, instead of denying this, 
must grasp and understand its intrinsic truthfulness. This means 
that political life must not be judged in terms of “subjective 
morality.” To do so would be to fail to do justice to the principle 








230 SOCIAL RESEARCH 


of raison d’étre.’ The political order must be judged—and justi- 
fied—within its own terms. Over against subjective morality is 
the objective morality of the state—‘“die Sittlichkeit des Staates.” 
Political philosophy is the attempt to state in theoretical terms 
the principles upon which the objective morality of the state is 
founded. 

The implications of such a position appear again to be obvious. 
In the first place, Hegelian philosophy is both authoritarian and 
totalitarian, for it pronounces the state to possess a dignity higher 
than that attached to the individual, it declares that the individual 
actually derives his real being from the state, and, finally, it in- 
terprets the state in terms which, divorced of their philosophic 
connotation, mean simply state omnipotence. Second, Hegelian 
philosophy is, in a most radical way, the philosophic justification 
of the idea of the Machtstaat. In these two respects there is justifi- 
cation in interpreting National Socialism as but a variation of 
Hegel’s basic theme.® 


Because the two fundamental concepts which underlie its 
Weltanschauung are irrationalism and nationalism, romanticism 
is the third basic factor in the configuration of ideas regarded as 
the intellectual origin of National Socialism.? Romanticism is an 
elusive term. As far as our problem is concerned it can, however, 
be roughly described as the revolt against the rationalism and uni- 
versalism of the Enlightenment. 

To the principle of rationalism romanticism opposes the idea 
of the essential irrationality of all human life, or the principle 
of irrationalism. The term irrationalism denotes two different 
ideas. 

In the first place it is intended to convey the idea of the 


5 See, for instance, Grundlinien der Philosophie des Rechts, vol. 7 of Sdmtliche 
Werke (ed. by Hermann Glockner, Stuttgart 1927- ) §§ 336, 337. 

® See Royal Institute of International Affairs, Nationalism (London 1939) pp. 51 ff. 
7See Ernst Troeltsch, Deutscher Geist und Westeuropa (Tiibingen 1925), and 
Alois Hudal, Die Grundlagen des Nationalsozialismus (Leipzig-Vienna 1937). We 
are here, of course, concerned only with German romanticism. 
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primacy of matter over form, or as Schiller expresses it in his 
letters on the aesthetic education of mankind, the idea of “die 
massive Wahrheit des Stoffes.’”* The primacy of matter over form 
finds expression in many ways. It may express itself in the asser- 
tion of dark elementary forces of nature in the physical, biological 
or racial aspects of life; or it may manifest itself in the power 
of tradition in social and political life. Whatever its expression, 
it evinces the fact that life in its deeper dimensions is always 
impervious to reason and rational analysis, which of necessity 
must always be formal. In the second place irrationalism is meant 
to indicate the insistence of romanticism on the concrete and the 
individual as against the abstract and the general. To romanticism 
the abstract and the general are but constructs of the human 
mind. They are never capable of apprehending the true content 
of life, which has the quality of individuality and concreteness; 
to be more precise, life is primarily historical. Inasmuch as philos- 
ophy is the attempt of the human mind to arrive at abstract and 
general truth, romanticism must be deeply dissatisfied with it. 
In a sense romanticism can be described as the effort to replace 
philosophy by history.® 

As romanticism opposes to rationalism the principle of irra- 
tionalism, so it advances against universalism the principle of 
nationality. ‘To romanticism the central fact of human political 
existence is neither the individual nor humanity as a whole; it is 
the nation, which accordingly occupies a central place in the total 
order of life. The nation is defined in various ways—in mystical 
religious terms, as in Ranke’s notion of the nations as “the thoughts 
of God’’; or in more naturalistic terms, as in Herder’s idea that 
the nation is ‘“‘a plant of nature,” each nation being a separate 
species in the garden of humanity; or with a combination of re- 
ligious and naturalistic elements, as in Fichte’s definition of the 


8 For explanation of this particular point see Reinhold Niebuhr, The Nature and 
Destiny of Man (New York 1941) pp. 32 ff. 

®On the foregoing remarks see Erich Rothacker, Einleitung in die Geisteswis- 
senschaften (Tiibingen 1921), and Alfred Baumler’s introduction to J. J. Bachofen, 
Der Mythus von Orient und Okzident (Munich 1926), ed. by Manfred Schroeter. 
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nations as “the seedlings of the Godhead.” But all the attempts at 
definition have in common the conviction that somehow the na- 
tion is an original phenomenon of life, in comparison with which 
both the concept of humanity and the concept of the individual 
person are but pale abstractions. To be sure, there are individuals, 
but it is only in their being members of a nation that they come 
to real existence. And to be sure, there is mankind as a whole, 
but it comes to be realized only in and through its manifestation 
in a nation. Between the individual and humanity stands the 
nation as a truly creative force of life. 

Since it is of such a character it is but logical that the nation 
ought not be subjected to standards alien to it, superimposed 
either from below or from above. There are no abstract standards 
available by which it could ever be judged. The nation produces 
its own standards. The norm of the nation is its own. 

As regards our problem it appears easy, then, to draw the neces- 
sary conclusions. It is because it advances irrationalism and na- 
tionalism that romanticism is termed an additional intellectual 
source from which National Socialism derives. 


In both its negative and its positive aspects Nietzsche’s philoso- 
phy is regarded as a final factor in the combination of ideas that 
form the intellectual background of National Socialism.’° To 
show the reasons for this it does not seem necessary to go into the 
rather difficult intricacies of his philosophy; it should be sufficient 
to refer, in a few words, to what are believed to be the main lines 
of his thought. 

Negatively, Nietzsche’s philosophy can be described as the 
radical philosophic repudiation of the traditionally given systems 
of ideas and values as they prevail in our modern world. Chris- 
tianity, humanism, rationalism—Nietzsche is equally opposed to 
all. ‘To him God, reason, morality have lost all meaning, as have 
the corresponding values of truth, justice, freedom. And with 
equal radicalism he rejects the values by which our present social- 


10 See in particular Crane Brinton, Nietzsche (Cambridge, Mass., 1941). 
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political life is permeated. He is as sharply opposed to the belief 
in the decency of the ordinary person as he is to the belief in 
democracy, liberalism, bourgeoisie. In short, to what is ordinarily 
taken for granted Nietzsche’s answer is a radical philosophical 
nihilism. It would be difficult to retrace the steps by which he 
arrives at this position; it must suffice here to state the fact. 

Positively, Nietzsche’s philosophy can be interpreted as a radical 
philosophy of power. To Nietzsche power is the fundamental 
fact as well as the fundamental value of life. ‘The recognition of 
this must form the basis of all philosophy. Accordingly, in his 
attempt to write the new table of values after the old table has 
been given the lie, his insistence is on those values which are 
commensurate with the fact of power and in which power, in 
turn, shapes itself in bold relief. Against truth and justice he is 
inclined to uphold untruth and injustice as biologically necessary. 
Against the commands of reason he advances the virtues of vitality 
in its elementary nakedness. In the sphere of politics it is the 
spirit of war and domination that he insists upon. His philosophy, 
in short, can be said to be the enthusiastic affirmation of life in 
the sheer givenness of power. 

Thus Nietzsche’s philosophy, while it may not provide the 
specific ideas of National Socialism, furnishes the principles of 
its general outlook, its intellectual atmosphere, as it were. His 
philosophy, in other words, is the exposition of the philosophic 
basis of National Socialism. In a sense Nietzsche, more than any- 
one else, can be regarded as the philosopher of National So- 
cialism. 


II 


No one, I suppose, will deny the great significance of these four 
systems of thought for any possible explanation of the intellectual 
origin of National Socialism. Undoubtedly there is a relationship 
between National Socialism and these developments. Yet the 
question arises whether this relationship is such as to constitute 
an adequate solution of the problem at hand. In order to be able 
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to answer this question it is necessary to supplement the foregoing 
discussion with two brief critical discourses. 

The first of these concerns the application to our subject of 
a methodological principle which, though almost self-evident, is 
easily overlooked in actual studies. According to this principle it 
is imperative that thoughts and ideas be seen in the context 
to which they belong, for it is only then that their true meaning 
becomes intelligible. The term context is used here in the sense 
of the moral-intellectual “world” in which an idea lives, the 
“horizon,” as it were, in which it stands, as well as in the sense of 
the framework of meaning (Bedeutungszusammenhang), the 
“inner horizon” in which it exists. If we apply this principle to 
both aspects of our problem—the phenomenon itself, and that 
which is supposed to be its origin—what can be gained for a fuller 
understanding of the whole problem? I shall undertake only a few 
fragmentary remarks, and of necessity shall disregard questions of 
detail. 

The first thing to be noticed about Lutheran Protestantism is 
that it belongs to a world which only by a difficult leap of imagina- 
tion we are able to recapture.’! To begin with, Lutheran Prot- 
estantism is a Christian theology. Its logical structure as well as its 
problems and concepts and interpretations are shaped by this fact. 
This means that sin, grace, redemption, faith are the fundamental 
realities, and that interpretation of life and the world proceeds 
in terms of these realities. This is true of the Lutheran doctrine 
of man and society— its pessimism being therefore entirely dif- 
ferent from the pessimism of later centuries—and it is equally and 
especially true of the Lutheran doctrine of the state. 

Whatever the Lutheran doctrine of the state is in itself—and 
there seems to be justification for calling it authoritarian—it is 
obvious that it is elaborated with direct reference to Christian the- 
ology’s traditional problem of justice and freedom. It is an at- 
tempt to find an answer to the question of what possibilities of 


11 See the controversy between Troeltsch and Karl Holl; also Werner Elert, Die 
Morphologie des Luthertums, 2 vols. (Munich 1932-33). 
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freedom and justice there are on this earth. In other words, in 
the whole discussion of the nature of the political order the Leit- 
motif is the problem of justice and freedom. The doctrine of the 
state stands clearly in the “horizon” of this problem, and it is from 
here that it receives its full meaning. 

To the Lutheran, for reasons already discussed, whatever meas- 
ure of justice and freedom is possible in the political realm can 
be realized only by the exercise of force and compulsion and the 
establishment of definite authority. The necessity for both is 
emphatically declared. But if power and authority are essential it 
is equally essential that the power given to the authorities be not 
wielded irresponsibly. It must be shaped to a definite purpose: 
the execution of justice. The authorities are charged with a 
definite duty, the duty to establish a true commonweal in which 
justice and freedom are capable of realization, however limited. 
If the authorities fail to discharge this duty they cease to be a true 
government and become a tyranny. That the distinction between 
the true or just state and tyranny is the distinction between the 
responsible and irresponsible use of power is clearly at the 
foundation of the Lutheran doctrine.” 

While Lutheran Protestantism is a world of faith, German 
idealistic philosophy can be called a world of reason. Its funda- 
mental concept is that of reason. The problems it poses as well 
as the answers it suggests— whatever they may mean in themselves 
—are shaped by this fact. It must not be forgotten that German 
idealistic philosophy belongs definitely to that world of ideas 
which the French Revolution brought to life, and in a sense can 
be described as an attempt to answer the challenge of the philo- 
sophic implications of that event. It is hardly possible to question 
the general validity of this statement; and in regard to the stum- 
bling block of the Hegelian philosophy its validity is equally clear. 
Hegel’s philosophy, too, is one of reason, whatever else it may be. 


12 The question of whether this doctrine is in itself contradictory and thus un- 
tenable, does not, of course, come into the scope of these remarks. We are here 
concerned only with the logical structure of the thought itself. 








236 SOCIAL RESEARCH 


Reason is to Hegel the only “true, eternal and absolutely power- 
ful reality,”!* and it is in terms of this reality that he lays down 
the principles of his philosophy. 

In its political philosophy the German idealistic school presents 
a problem of particular difficulty.* Yet it should be obvious that 
unless the political doctrines are seen in the context of the whole 
of this philosophy they cannot be understood. It is true that Fichte 
and Schelling and Hegel attach extraordinary importance to 
state and power; but power and the state are to them not the 
ultimate reality but rather a fact that must be brought into the 
framework of, and interpreted according to, a philosophy of 
reason. As far as Hegel in particular is concerned, his work is, of 
course, a glorification of the state. Yet again, the true character 
of his political philosophy emerges only if it is read in the light of 
the whole of his ideas. Briefly, three points should be made. 

First, if in Hegel’s philosophy the state occupies a place of ex- 
traordinary dignity it does so because it is a manifestation of rea- 
son in reality. Second, if the state possesses a morality of its own 
this must not be interpreted to mean that mere immorality is 
advocated; nor must it be taken to mean that there is no longer 
room for what is called ‘‘the system of subjective morality.” In the 
relationship between the state and the individual the dignity of 
the individual, as a person endowed with reason and conscience, 
is considered an absolute value which it would be sacrilege to 
violate in any manner. The individual is not merely a “modus” 
of a “substance’’ called state. It would not be true to say that the 
state alone commands a metaphysical dignity; of this dignity the 
individual partakes as well. And finally, beyond and above the 
reality of reason as represented in the state, there is as ultimate 
reality the intimacy and inwardness of man’s consciousness. The 





18 Vorlesungen tiber die Philosophie der Geschichte, vol. 11 of Sémtliche Werke 
(cited above) p. 35. 

14 See Friedrich Meinecke, Die Idee der Staatsraison (Munich-Berlin 1929), and 
Franz Rosenzweig, Hegel und der Staat (Munich-Berlin 1920). 

15 See, for instance, Grundlinien der Philosophie des Rechts (cited above) §§ 137, 
260 (Zusatz), 270. 
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ORIGIN OF NATIONAL SOCIALISM 237 
ultimate reality is not the state, but the solitude of man in the 
freedom of his thought.'® 

It is true that romanticism" is a revolt against the rationalism 
of the Enlightenment and that the structure of its thought is 
formed by this fact. The experience that the abstract promises of 
reason have come to grief in the face of the actual facts, and that 
what was expected to be order, freedom and general felicity has 
actually turned out to be discord, violence and disappointment, 
is at the basis of its Weltanschauung. It is also true that over 
against reason romanticism most strongly stresses the significance 
of nature and history. Yet one would fall short of the truth if one 
were to try to show that romanticism in its final intentions is an 
effort to abandon reason altogether. Romanticism is rather an 
attempt—whatever its worth—to find what is believed to be the 
true relationship between nature and history on the one hand and 
reason, however limited its significance, on the other, and by so 
doing to arrive at a higher principle which includes both. The 
student of the romantic movement knows well enough that though 
there is opposition in romanticism to Verstand and even Vernunft, 
the concept of Geist is fundamental to, and constitutive of, all its 
ideas—a concept which, if there is meaning in words, indicates a 
dialectic rather than a merely negative relationship to reason. 

Thus the problem of irrationalism in romanticism resolves itself 
into the question of the meaning of nature and history in the 
structure of romantic thought. This question cannot be ade- 
quately dealt with here. Yet it should be remembered that to 
romanticism nature is accessible not in biological but only in 
metaphysical terms, because nature is not a biological but a 
metaphysical and—as for instance in the philosophy of Novalis— 
a moral phenomenon; and that history, though it cannot be de- 
rived from any abstract rational principles, is the field in which 


This last point is not generally accepted. See, however, Vorlesungen tiber die 
Philosophie der Geschichte (cited above) passim; see also Dilthey, Gesammelte 
Werke, vol. 4 (Leipzig 1921) pp. 249 ff. 

See Erwin Kircher, Die Philosophie der Romantik (Jena 1912), and Erich 
Rothacker, op. cit. 
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“das Real Geistige’’® comes to unfold itself. Back of these ideas 
is the notion that both nature and history are expressive of a 
reality higher than themselves, and that only in relation to this 
higher reality can they be understood. 

As for the principle of nationalism as against universalism, no- 
where in romanticism is there a severance of the relation between 
nation and mankind. The nation, whether defined by Herder or 
Ranke or even Fichte, is always defined as a part of, and therefore 
charged with a definite duty toward, humanity entire.1® The idea 
of humanity is an integral part of romantic nationalism, and no 
matter what we think of the possibility of a positive relationship 
between nation and mankind, the full meaning of romantic 
nationalism can be grasped only if this aspect of it is duly appre- 
ciated. 

Finally, as regards Nietzsche’s philosophy, it must be admitted 
that an adequate interpretation of its basic ideas is a task almost 
impossible of fulfilment. It seems to be open to every and any 
interpretation, and if today Nietzsche is made the philosopher of 
National Socialism it was only yesterday that he was called a 
socialist or democrat.”° As far as our problem is concerned, how- 
ever, two points seem to emerge with comparative clarity.” 

The first point is that Nietzsche’s philosophy is not a mere 
nihilism. If on its face it appears to be that, on closer examina- 
tion it reveals itself, in a sense, the very contrary. The destruction 
of the old table of values is not meant to be mere destruction; it 
is an effort to discover real truth by destroying what in Nietzsche's 
opinion has lost all truth. If the given truth is relativized it is 
not in order to advocate the lie but in order to find what is really 
true. The tendency is not toward “nothing” but toward “being.” 
Although it would be difficult to substantiate, it seems to me that 





18 Leopold von Ranke, Politisches Gespraéch (Munich and Leipzig 1924) p. 36. 

19 See, for instance, Ranke, Sdémtliche Werke, vol. 49-50 (Leipzig 1887) p. 73. 

20 See Crane Brinton, op. cit., pp. 172 ff. 

21 See Karl Jaspers, Nietzsche (Berlin 1936); Karl Léwith, Von Hegel zu Nietzsche 
(Zurich-New York 1941); George A. Morgan, What Nietzsche Means (Cambridge, 
Mass., 1941). 
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this is the real position that underlies Nietzsche’s thought, and it 
is from this position that his philosophy receives its full meaning. 

The second point is that whatever his philosophy of power is— 
and the full extent of its meaning can be apprehended only in the 
context of his new doctrine of nature and man—it is not meant 
to be a brutal and cynical glorification of force.?? In particular, 
it is not meant to justify the subjection of the individual to, and 
his misuse for, merely political purposes. There is in Nietzsche a 
strong resentment against “the cold idol of the state” and, strange 
as it may seem, one does not find in him even a definitive glorifica- 
tion of political war as such. As Nietzsche is opposed to socialism 
and nationalism, so he is opposed to the state. His philosophy of 
power may lend itself to the vindication of a political theory of 
totalitarianism, but in itself it is not that.” 

If we turn now to National Socialism, and ask what the moral- 
intellectual “horizon” is to which it belongs, the answer must be 


22See Ludwig Klages, Die psychologischen Errungenschaften Nietzsches (Leipzig 
1926); Léwith, op. cit., pp. 267 ff. 

28It may be useful to list here, for brief reference, the attitude of the Nazis them- 
selves to the systems of thought discussed. Except by a few theologians, such as 
Emanuel Hirsch, there is hardly any mention of Lutheran Protestantism. The 
attitude toward the German idealistic school is almost wholly negative. It is re- 
pudiated because it is a philosophy of reason: “This word [logic] is a fist thrust 
in the face of any true nordic religion and true Germanic science” (Alfred Rosen- 
berg, Der Mythus des 20. Jahrhunderts, Munich 1928, p. 287; see also Carl Schmitt, 
Volk, Staat und Bewegung, Hamburg 1933, pp. 32 ff., and the magazine Volk im 
Werden, ed. by Ernst Krieck). Whereas some Nazis accept romanticism, for instance 
the group around Krieck, others reject it as the expression of bourgeois senti- 
mentality and because of its contemplative rather than active attitude toward life 
(see Alfred Baumler, Studien zur deutschen Geistesgeschichte, Berlin 1937, passim). 
The attitude toward Nietzsche is ambiguous. Generally he is highly praised, yet 
there are reservations with regard to his ideas on race and the state (see Alfred 
Baumler, op. cit.; Richard Oehler, Friedrich Nietzsche und die deutsche Zukunft, 
Leipzig 1935; Hans Hiartle, Nietzsche und der Nationalsozialismus, Munich 1939). 
On the whole, the Nazis’ interpretations and evaluations of these systems of 
thought remind one of Lichtenberg’s remark, “Such works are mirrors: if a 
monkey gapes into one, no apostle can look back out.” In the discussion of our 
problem the attitude of Nazi writers is but of minor importance. We are inter- 
ested in the objective relationship between systems of ideas—in what is, not in 
what they think it is. Despite their opinions there may be a relationship, and their 
attitude is no definite proof for or against. It may be of value, however, as auxiliary 
evidence. 
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that here we move in a “world” which differs radically from those 
we have discussed thus far. It would be difficult to describe this 
new world except in negative terms. It is a denial of everything: 
it is anti-Christian as well as anti-rational and anti-humanistic. It 
is openly and frankly nihilistic—accepting nihilism not in an atti- 
tude of despair or anguish but as a matter of course which it would 
be foolish to oppose.** Having thus taken a radically a-theistic 
and irrationalistic position it has lost all belief in a moral order 
to be trusted as the basis of life, and has substituted for it the 
idea of chaos, the sheer nakedness of power being the only reality. 
It is a world, furthermore, which has definitely relinquished the 
traditional concept of man as either created in the image of God 
or partaking of reason, in favor of the concept of man as a “beast 
of prey’”—with the consequence that the individual can as un- 
hesitatingly be destroyed as he can be “planned.” And it is, finally, 
a world which has ceased to accept the principles of justice and 
freedom as binding in the ordering of human social life, and has 
established in their place what amounts, in essence, to tyranny. 

In this world, then, must we look for the true meaning of the 
terms in which we are accustomed to describe National Socialism. 
Nihilism is no longer what it is in Nietzsche’s philosophy, nor is 
irrationalism what it is in romantic philosophy. And also the 
terms authoritarianism and nationalism acquire now an entirely 
new meaning. Authoritarianism or totalitarianism no longer de- 
notes the establishment of absolute government authority; rather 
it signifies the supreme destruction of all order and the abolition 
of the principles of justice and freedom, and of authority as well. 
And the meaning of the term nationalism no longer includes even 
the last elements of a relation to a common “humanum.” 

What I have been leading up to is the assertion that a fundamen- 
tal gulf separates what is believed to be the intellectual origin of 
National Socialism and National Socialism itself. This assertion 
does not, of course, imply that there are no historic relationships. 


*4Ernst Jiinger, Blatter und Steine (Hamburg 1934) pp. 122 ff. Jiinger has ex- 
pressed the situation excellently in the untranslatable term “strammer Nihilismus.” 
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It implies, however, that relationships cannot be established by the 
use of the same words for entirely different phenomena. Words, 
thus used, become a hindrance rather than a help in our effort at 
understanding. They cease to serve as representations and become 
largely misrepresentations and circumventions of reality. 

My second much briefer critical discourse is concerned with 
the fact that what is called the intellectual origin of sociological 
phenomena, such as National Socialism, resides primarily not in 
the purity and ideality of thoughts but in their “reality” as a 
moral-intellectual climate or as public opinion. Thus if there is a 
relation between National Socialism and Nietzsche it is a relation 
not so much to Nietzsche’s original thought as to what we may 
call Nietzscheanism, and the same is true of romantic philosophy 
or Hegel or Lutheran theology. In other words, it is only after 
they have formed and informed the spirit of a time that ideas be- 
come instrumental in the formation of a moral-intellectual back- 
ground. It is not as pure thoughts but as intellectual movements 
that they become potent. And the fact to be considered in the 
discussion of our problem is that there is no simple positive equa- 
tion between a system of thought and the intellectual movement 
into which it issues. Rather than being representations of the 
original ideas, intellectual movements tend to become distortions 
of them. The original motives and intentions from which a 
thought receives its real life become largely lost, and what re- 
mains are the diluted and adulterated concepts, the outworn 
formulae, the commonplaces, the empty shells. It may be difficult 
to explain and satisfactorily analyze this interesting sociological 
fact; but the fact itself cannot be denied. 

It follows that the intellectual origin of National Socialism can- 
not be seen simply in the systems of thought themselves. It is not 
sufficient to inquire into them alone; it becomes imperative to 
take into consideration also the process of transformation which 
they undergo in becoming intellectual movements. Only in the 
combination of the two approaches can the problem be studied in 
its entirety. 
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The upshot of the two foregoing considerations is this: there can 
be no denying that the systems of thought discussed have a rela- 
tion to National Socialism, but they are not, strictly speaking, its 
real intellectual origin. What we have in them are elements, per- 
haps, but certainly not the structure of the thing itself. The prob- 
lem is not solved. 


III 


Without being able to furnish here the necessary documentation 
I should like to submit the proposition that the intellectual origin 
of National Socialism lies in the conflation on German soil of three 
intellectual movements, nihilism, nationalism and authoritarian 
socialism, the first movement operating, as it were, on the general 
philosophic plane, the second and third operating on the plane 
of politics and sociology. Let us briefly consider each of these 
movements. 

Nihilism is a universal phenomenon of our modern civilization. 
As such it has fully and definitely been described and analyzed by 
Nietzsche, and also by Spengler. As the universal aspect of nihilism 
does not come directly into the scope of our subject, it does not 
seem necessary to discuss it again, and I may here confine myself 
to a few remarks on the peculiarities of the German form of 
nihilism. 

German nihilism is above all a system of thought and not a 
mere attitude, which means that it is theoretical in form and philo- 
sophical and theological in substance. For this very reason it is all 
the more radical and disastrous in its consequences. It is probably 
no exaggeration to say that German nihilism is the most extreme 
form of nihilism yet developed. In comparison with it the kind of 
nihilism which exists in other countries appears to be a mild, su- 
perficial and inconsequential affair, and it matters but little 
whether it shows itself in a smiling or tired skepticism or in the 
action of bomb-throwing. 

Although the history of German nihilism is still largely obscure 
it is obvious that this movement is a much more important ele- 
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ment in the whole web of German intellectual history than is 
usually believed. Ostensibly its history began with Nietzsche, 
whence it steadily grew until after the first World War it achieved 
the peak of its development in a Germany heaving in the sick- 
ness of a profound moral crisis, when it established itself firmly 
as the intellectual climate of the time, informing philosophy as 
well as the sciences and almost all other spheres of spiritual life. 
Yet actually its history reaches back much further. It was an inte- 
gral element in the intellectual history of Germany through almost 
the whole of the nineteenth century, though often only a subterra- 
nean one and thus difficult to discern. Its true origin® resides not 
in Nietzsche—in him it only expresses itself openly for the first 
time—but in the moment when the Hegelian system broke down 
in Germany. German nihilism is thus related to, and expressive of, 
the most important event in nineteenth century German intel- 
lectual history, the breakdown of the traditional belief in phi- 
losophy and Christianity, and it is only in terms of the dialectic 
of this situation that the full meaning of German nihilism in the 
texture of German thought can be apprehended. 

For the emergence of so complex a phenomenon as German 
nihilism no simple cause can be made responsible. A multiplicity 
of factors—ideological and sociological—were operating, and it 
would be impossible to resolve them into one or two chief causes. 
In this configuration of factors two, however, seem to have played 
a particularly important role: German Protestantism and German 
idealistic philosophy. I do not in the least mean that these factors 
were directly responsible for the rise of nihilism. What I mean 
is rather that their inner structure was such as to tend to lead to 
their own destruction, and that it is in this negative way that they 
gave rise to nihilism. Their history seems to me to prove this 
point. The point can only be stated, however; it cannot be de- 
veloped here. And it should be repeated that in any case these two 
developments cannot, of course, constitute a full explanation of 
the phenomenon. 


*5 See Karl Léwith, op. cit., passim. 
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There is no need here to discuss nationalism in the abstract. It 
has come to be generally recognized as a phenomenon essential, 
and not merely accidental, in the texture of our modern political 
life. Nationalism can be shown to be related to, and deeply expres- 
sive of, objective necessities of the modern political system, and 
thus it can be called universal, existing in democracies as well as 
in dictatorships. In the general theory of modern nationalism 
there is, on the whole, agreement that the fundamental problem 
in terms of which the phenomenon must be explained is the rela- 
tion between the principle of political sovereignty and the prin- 
ciple of nationality.2* What requires brief comment, however, 
is the particular eccentricity and radicalism that characterize Ger- 
man nationalism. Two points seem to be of importance. 

In the first place, the concept of the nation which underlies 
German nationalism derives from romanticism and not from the 
political theory of modern democracy. It springs from the philo- 
sophical, historical and philological endeavors of Herder, Fichte, 
Jakob Grimm, Ranke. This means that the nation is conceived of 
not so much in political as in philosophical and even theological 
terms. As we have seen, the nation is endowed with universal 
meaning: it is not only, or even primarily, a political phenomenon 
but an ultimate principle of life. And for this very reason German 
nationalism, once it establishes itself as an intellectual movement, 
becomes all the more morbid, vicious and menacing. The pro- 
fundity of philosophic interpretation is largely lost and the mean- 
ing of the concept of nation turns into its very opposite, yet the 
important fact is that the radicalism of approach is retained as a 
mere empty form. The inevitable result is a nationalism which, 
based on the deification of the idea of the nation, becomes abso- 
lute and thus wholly irresponsible and uncontrollable. 

The principle of nationalism implies the idea that the nation 
concerned occupies a special place in the universe, and accordingly 


26 The general literature of modern nationalism is too well known to require 
citation here. For a recent and excellent analysis see Alfred Cobban, Dictatorship 
(New York 1939). 
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that nation is regarded as having a special mission to fulfil in 
the history of mankind. While the missionary idea or the chosen 
people complex can be found to exist among all modern nations, 
it reaches a particular intensity in German nationalism. This is 
the second particular point to be noted about nationalism in 
Germany. It has often been observed that there is a close affinity 
between the radicalism of the chosen people complex of the Ger- 
mans and that of the Jews, and in this respect it is not without 
justification to see in the Germans the spiritual heirs of the Jews 
—as far as the absolute character, not of course the totally differ- 
ent meaning, of the principle of the chosen people is concerned. 
Originally the goal of the German missionary idea was lofty and 
ideal: the establishment of the kingdom of God on earth, the reign 
of reason, the realization of true humanity.?" Yet, whatever the 
reason—and Acton’s idea of a fundamental incompatibility be- 
tween nationalism and the idea of humanity*® seems still the best 
answer possible—in the history of German nationalism, or rather 
in the process of its becoming reality, the idea of humanity re- 
ceded more and more into the background and disappeared com- 
pletely in the end. What remained, then, was a missionary idea 
without a mission, the empty idea that Germany’s holy duty con- 
sisted in creating unrest among all other peoples,”® or the equally 
empty notion of an imperialism without any imperial idea. What 
remained was, in short, the principle of conquest for the sake of 
conquest. 

The last of the three intellectual movements, authoritarian 
socialism, appears to be a typically German phenomenon. It may 
be provisionally defined as a radically anti-bourgeois movement, 
that is, one which is both radically anti-liberal and radically anti- 
capitalistic. The forms and ways in which this movement mani- 
fests itself are most varied. Its anti-liberalism may assume the form 


27See Erich Kahler, Der deutsche Charakter in der Geschichte Europas (Zurich 
1937) vol. 1, pp. 147 ff.; also Friedrich Meinecke, Weltbiirgertum und Nationalstaat 
(7th ed., Munich 1928). 

*8 Lord Acton, History of Freedom and Other Essays (London 1907) pp. 225 ff. 

29 Arthur Moeller van den Bruck, Das dritte Reich (Hamburg 1931) passim. 
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of an absolute deification of the state, in the tradition of Hegelian- 
ism, or it may be a romantic glorification of the Volk or it may 
assert itself in the Marxian elevation of the proletariat—as mass 
or class—to an absolute principle. And its anti-capitalism may 
be of the pre-capitalistic or of the post-capitalistic kind. It may 
mean a general contempt of “business” and the business spirit 
in favor of bureaucracy, or it may mean the establishment of the 
moral superiority of the hero over the economic man, or it may 
find expression in the assertion of the “scientific” necessity of the 
doom of capitalism and the equally “‘scientific’”’ necessity of social- 
ism. In whatever way it materializes, authoritarian socialism as a 
whole forms one of the strongest ingredients of German political 
thought. It is probably no exaggeration to call it the moral climate 
by which all German political thinking has been influenced. 

To offer an adequate explanation of the phenomenon of au- 
thoritarian socialism it would be necessary to discuss matters that 
far transcend the scope of this paper. Here only brief reference 
can be made to what seem to be decisive factors in any explanation. 
There is, first, among the sociological factors, the peculiar devel- 
opment of the German bourgeoisie. Economically strong yet 
politically weak, the German bourgeoisie never succeeded in shap- 
ing and asserting its own political philosophy, and even its 
capitalistic creed was in no way comparable to the beliefs of the 
English or even of the French bourgeoisie.*® There is, secondly, 
among the ideological factors, the conservative heritage of German 
political thought, whether Lutheran Protestantism, Hegelianism 
or romanticism. What matters is again not merely the original 
thought, but its vulgarization in subsequent development, a 
development which in the end led to the monstrosity of Moeller 
van den Bruck’s political philosophy or to Spengler’s Prussian 


80In what we may call “bourgeois ethics,” that is, in the intimacies of life, in 
friendship, family relations and personal Kultur, the German bourgeoisie accom- 
plished what appears to be a rare achievement in the history of the middle classes. 
But this achievement always remained within the personal domains of life. See 
the interesting remarks by Geoffrey Bruun, Europe and the French Empire (New 


York 1938) pp. 139 ff. 
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socialism or to Carl Schmitt’s “concept of the political” —to men- 
tion but a few representatives of this intellectual trend. And there 
is, finally, the Marxian heritage and its profound influence on 
German political thought. For whatever Marx himself may have 
thought, Marxism, in its fundamental attack upon liberal bour- 
geois society, in its creation of the myth of the proletariat, in its 
exposition of the necessity of the class struggle, and finally, in its 
theory of the dictatorship of the proletariat, provided essential 
elements for the rise of authoritarian socialism. 

It is these three movements that to my mind provide the intel- 
lectual background of National Socialism. They are the source, 
both in the sense that National Socialism, intellectually, is but 
their final expression and in the sense that they created the moral- 
intellectual climate in which the tenets of National Socialism be- 
came possible. 














ELEMENTS OF TRUTH IN THE 
GROUP-MIND CONCEPT 


BY CHARLES HARTSHORNE 


I 


‘Taar the group mind is a myth most readers of this journal will 
probably concede. But myths may be separated from the literal 
truth by widely varying distances. Moreover, it is easier for men 
of scientific training to reject a partly fanciful doctrine than to 
see all the elements of truth it may contain. There may be no 
“group mind”; yet in the concept there may be facts of which 
those who deny the group mind are less aware than those who 
assert it. Still more, there may be facts which neither the par- 
tisans nor the opponents of the concept are likely to see unless 
they rise above the level on which the controversy concerning it 
ordinarily takes place. So the question which this article has to 
consider is, what elements of truth are contained in, or are, so to 
say, in the neighborhood of, the idea of the group mind? 
Some of these elements are obvious enough. Social scientists do 
not need to be told that the characters oi individuals vary with 
the characters of the groups to which they belong, or that there is 
no such thing as the mere individual, conscious of himself as such, 
to whom membership in one or more groups may be added as a 
complication. We all recognize that to be a human individual, and 
to be a member of at least one or two groups of such individuals, 
are inseparable aspects of one and the same thing. And we all 
know too that groups may in a sense be said to have purposes and 
ideas, and so in a sense are analogous to human individuals. What 
is not so obvious is the precise nature and extent of the analogy, 
and the difference, in this regard, between different types of 


groups. 
Suppose there really were, in the most literal and complete 
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sense, a group mind, what would this imply? Let us recall that if 
a group were a super-individual, analogous to its members, then 
the members would be analogous to the group. Also, if a group 
can at the same time be an individual, then it is in principle con- 
ceivable that what seems at first sight merely an individual is in 
reality at the same time a group. And thus the closest conceivable 
analogy between a man and a group of men could obtain only if 
a man were himself a group whose members resembled men in 
having “minds of their own.” Now a man is indeed a group, namely 
of cells (also of molecules), and a cell has a quite unmistakable 
analogy with the whole man, in that both are organisms with a 
certain unity of action. Moreover, many philosophers and scientists 
have held or do hold that cells (or molecules or electrons) are 
psychical as well as physical individuals—even though their free- 
dom of action is not great—that they have something like minds, 
or at least are sentient creatures, however simple or lowly their 
mode of sentience. Thus the human mind on this assumption 
really is a group mind, if by that is meant a mind, in itself single, 
which somehow is inclusive of or involved in a collection of lesser 
minds. Yet this very assumption enables us to see how far short of 
having a mind of its own is a group composed of human individ- 
uals. 

It is not simply that the human body involves a nervous sys- 
tem, whereas the human group does not. After all, inasmuch as 
protozoa digest and oxygenate without stomach or lungs, or- 
ganisms might be able to feel or perhaps even think without 
brain or nerves. What is lacking to the human group is not 
nervous tissue—as Professor Wertheimer has remarked, it con- 
tains plenty of such tissue, namely that of its own members—but 
a sufficient degree of integration of the functioning of such tissue. 
The question is one of unity. It is tempting to reply that unity or 
integration is a matter of degree, and that instead of saying there 
is no group mind we should say there is indeed a group mind, but 
it is not a highly unified one. This temptation should, I think, be 
resisted. For though there are all degrees of integration of groups, 
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it does not follow that there are all degrees of integration of whole 
minds belonging to groups. The reason is, in brief, that half a 
mind, or a half-unified mind, would be worse than no mind at 
all, and that there is reason to posit a threshold for selfhood or 
psychic individuality below which there is, not an imperfect or 
dilute self, but no self at all. 

Suppose, for example, that two men having “little in common” 
form a group for the time being, say while being together in the 
wilderness, a group characterized chiefly by disharmony. If this 
group has a mind of its own it must be a most unhappy one, hav- 
ing a painfully split personality. Now painfully split or multiple 
personalities occur, but as abnormal states in individuals not 
condemned by the normal structure of their species, the human 
race, to such lack of integrity. It is an aspect of this normal integ- 
rity that the two personalities in the multiple person are both 
human personalities, on the level of the group mind, not of the 
members (the cells), whereas in the case we have above imagined 
the split would be between two members whose inability to fuse 
into a higher unity is a reason, not for supposing a disunified 
whole mind but rather for denying any whole mind as inhering 
in the group. For nature or God to impose upon such a group 
a single mind not only would be torture, but might even, as a 
lasting arrangement, be impossible, since the whole mind in this 
case would, it seems, lack any sufficient incentive to exist, and 
consequently might cease to exist from some equivalent of a 
“broken heart,” that is, from complete discouragement. 

Still, it may be thought that some human groups are sufficiently 
integrated to escape the evil of essential disunity. But how unified 
is “sufficiently” unified? I suggest as an answer: a group mind is 
appropriately posited only if the group is approximately as well 
unified as the better unified of its members. My reason for this 
seemingly arbitrary principle is simple: if the members are better 
unified than the group, then either the group has a deficiency or 
the members have an excess of unity, when conceived as minds. 
It is, as I have been insisting, not true that degree of unity 
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is an unlimited variable of mind. One man may integrate a much 
more complex mode of life than another, but any man who 
fails to balance the complexity of his life by a corresponding power 
of unification is a sick man, if he continues to be a man at all. Any 
mind is an integration on some level of complexity. If on a high 
level, it is a high type of mind. But disintegration is not a matter 
of level. A frog is as integrated as a man, and may be more so than 
some men. Disintegration is a matter of danger or destruction. 

On the other hand, we know equally well that an excess of unity 
is destructive of life. Monotony destroys the will to live as surely 
as do conflict and chaos. Hence in speaking of an “excess of unity” 
we are not departing from the testimony of experience. So the 
conclusion seems to stand that a group mind which was radically 
less well-unified than its member minds would mean an absurd 
or intolerable monotony in the members or an intolerable dis- 
unity in the group. 

The general principle is that differences among individuals con- 
cern primarily and normally the level of complexity on which 
unity in variety occurs, or the kinds of data and functions entering 
into it, rather than the possession or non-possession of a balance 
between unity and variety, or the achievement of a mean between 
monotony and discord. A caged animal can be bored or it can be 
driven into a conflict of purposes, and the possibility of the two 
forms of deviation from the normal is due not to the level of 
complexity of the animal but to its being a single psychological 
individual. 

The foregoing might be called a principle of basic goodness in 
nature. Individuals may suffer from tedium or chaos, but no 
species is specifically inclined toward either extreme. If it were, it 
would probably not long survive, or it would evolve quickly away 
from the defect in question. 


II 


The law of balance between unity and variety, or of the equal 
integrity of all species has been obscured by a confusion between 
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physiological and psychological standpoints. There are physical 
“organisms” of all degrees of looseness of organization. If we sup- 
pose a simple “parallelism” of physical and psychical, then it 
would follow that there are all degrees of looseness in psychical 
integration. The fallacy lies in this, that whereas a physical indi- 
vidual is made one individual, one unit of reality, by virtue of 
some purpose of the observer in carving out that much of his 
environment and treating it as a single object of thought and be- 
havior, a psychical individual is itself in some sense an observer 
and has its own unity of purpose, objective to the purposes of its 
observers. Psychical individuals are self-individuated, they actively 
distinguish themselves from their environment. It is a matter of 
convenience where we declare a mountain to end and the next 
mountain, or the earth’s crust beneath, to begin; moreover, the 
mountain may be regarded as a mass of crystals each exerting force 
upon all the others, but none of them subject to force exerted by 
the mountain as anything additional to all the crystals. In contrast, 
a man cannot reasonably, and by himself he cannot possibly, be 
regarded as merely a system of cells acting upon one another, for 
he is directly aware of “himself” as a single unit of action, a single 
mind or will, exerting force upon his bodily parts and thence 
upon the world. When he thinks or wills, it is not any one or any 
number of his cells that thinks his thoughts or wills his purposes, 
but himself as an irreducible unit, as much a unit as any cell or 
any atom or any electron. To be sure, many scientists have ver- 
bally “believed” that they themselves were simply their cells or 
their particles acting in interrelated fashion, but it is intuitively 
plain, to me at least, that no one can mean by himself anything 
less than a single unit of action, the only one indeed which is 
directly experienced with much insistence or distinctness. Analysis 
will show that if this intuition is denied the upshot is that no 
unit of action whatever can be known, and Hume’s skepticism is 
the logical but impracticable conclusion. 

The point is not merely that the man as such has a certain unity, 
and is not just a group of cells or atoms or electrons; the point is 
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further that the man is as much a single dynamic unit as is any of 
his parts. As Leibniz put it, the human personality is the dominant 
monad in the society of monads constituting “his body,” which 
is defined as his by this dominance relation. (Of course, we need 
not accept all Leibniz’s doctrines concerning the nature of 
monads; especially should we reject his denial that monads liter- 
ally interact.) Now there is no reason why every society of monads 
should have a radically dominant member. Some societies are 
“democracies.” Whitehead says this is true even of a tree or other 
many-celled plant, and botanists do in fact incline to conceive a 
tree as a colony of plant cells which have individually more unity 
than the whole they compose. It is therefore not necessary to ac- 
cept a “vegetative” soul or dominant monad for the plant as a 
whole. Leibniz was admirably cautious here, in that he expressed 
doubt as to whether a plant is a dynamic unit. Any unity of action 
of the plant may, in fact, be conceived as due entirely to the cells 
(and molecules and the like), as affecting each other, on the one 
hand, and to the general unity of nature (and perhaps God) on the 
other. 

Of course, the plant is not, as the Gestaltists say, a mere ‘“‘and- 
sum” of the cells, if this refers to the cells as each would be if it 
existed elsewhere than in the plant colony. Outside the colony the 
cells could not be entirely the same; but neither could a tree be 
the same if the trees or the soil around it were different. Yet in this 
lies no more reason for considering the tree a dynamic unit than 
for supposing the tree and its near surroundings to be such a 
unit. It is the general unity of the universe which makes it im- 
possible that anything should remain internally just what it is 
when its environment is altered. The question of a dominant 
monad or “soul,” however, is a question not merely of unity but of 
individual unity, unity whose boundaries from other things are 
no less important than the internal boundaries of its parts, and 
whose mode of coherence within these boundaries is distinctive 
and sharply contrasted to the mode extending beyond them. The 
telation between two branches of a tree is a crude mechanical 
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relation compared to that between different parts of a plant cell. 
The tree pipes supplies to both branches and supports both from 
falling; but the different parts of a cell are bound together with 
far greater intimacy and subtlety. In the vertebrate body, to be 
sure, there is a similar piping of supplies, but there is also, con- 
trolling their flow (as the least of its functions), a nervous system 
the virtue of which is that it enables a many-celled creature to 
possess a unity which is in many places at once, acting on, and re- 
ceiving influences from, the cells, and irreducible to their action 
on one another. 

To call a tree an organism may serve for physiological purposes, 
since the unitary action of the dominant monad is by definition a 
psychological problem. And natural selection operates to produce 
such cooperation of parts as tends to preserve the whole, regard- 
less of whether or not this cooperation is in some degree due to 
the control of the parts by a super or group mind, a dominant 
monad. From this point of view, which is prominent in biology, 
a tree really is a single organism, a unit of survival and of struggle 
for existence. But from the standpoint of psychology, no matter 
how generalized, a plant colony is only a pseudo-organism, though 
its member cells may be genuine organisms. 

Now our question is whether a human group is essentially a 
democracy, a colony of organisms (or a pseudo-super-organism), 
lacking radical unity and therefore a dominant monad, lacking, 
that is, a full-fledged group mind that disposes of the members for 
its own purposes, or whether it is so unified that it can as a whole 
possess a single individual mind, metaphysically speaking the 
aristocrat or super-member of the group. Consider the manner 
in which Americans influence one another within the United 
States. Is it not essentially the same as the manner in which they 
influence persons in other countries? Information, ideas, expres- 
sions of sentiment are pumped about by the same basic means of 
press, radio, travel, personal contact, whether American is acting 
on American, or American is acting on Englishmen or even Rus- 
sians. The boundary between this country and Canada seems 
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hardly analogous to the skin separating one nervous system from 
another. A religious body, or family ties, might unite members 
of both countries as intimately as anything unites persons of the 
same country. Not that national unity is not a powerful force, a 
truly terrible force even, but that it seems in principle accounted 
for by the same sort of connections as unite human beings with 
other human beings generally, these connections having certain 
especially intensive effects where geographic and historic con- 
tinuity is pronounced and results in political unity. To add the 
idea of a dominant monad to this picture is of questionable aid 
in understanding it, and is practically certain to lead to false in- 
ferences. A hurricane is an awe-inspiring and terrifying force, 
but it is not an organism or primary dynamic unit of nature. 
Human beings must look to some group for security, and for cer- 
tain important purposes the national group is naturally chosen. 
All this follows and is intelligible quite without the supposition 
that the nation is a super-individual which thinks and wills its 
own destiny.? 

The unity of the family is similarly intelligible without sup- 
posing that the family, or a married couple, has a mind of its own. 
The “we” in this case assuredly and profoundly affects the “I,” but 
it does not follow that the we is a super-I. 

It may, to be sure, be vaguely imaginable that a nation has 
purposes which transcend those of any of its members, somewhat 
as human purposes surpass any that could be entertained by 
bodily cells. But what is explained by this supposition that could 
not better be explained otherwise? Not merely would such a super- 
purpose be beyond our understanding; it would mean that there 
must be a deliberate purpose in the blundering and often cata- 
strophic behavior of a given nation (such as, perhaps, this country 
thinking, for a time at least, that it could win a war without fighting 
it, or that it could wisely run the risk of being forced into a war 


1 An excellent discussion of this will be found in Ernest Barker’s introduction to 
his translation of Gierke’s Natural Law and the Theory of Society (Cambridge, Eng., 
1934) vol. 1, pp. xxviii-xxxiv. (I owe this reference to Dr. Leo Strauss.) 
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after it had permitted all possible allies to be destroyed), behavior 
exhibiting all the marks of well-known forms of human ignorance 
and weakness, rather than of unknown forms of superhuman 
awareness. The inability of human beings to grasp and coura- 
geously face the fearful complexities of international affairs except 
by heroic efforts, and in brief and rare periods, seems a more 
promising reason for recent national behavior than any notion 
that in some superhuman way each nation as a unit knows what 
it is doing, or at least thinks it does. 





III 


The foregoing argument as it stands appears to exclude all purpose 
higher than the human from the factors operating in history. But 
it is one thing to impute self-individuality to a national group, 
and another to impute it to some much more inclusive whole. 
Such a more inclusive whole might be the human race, or the 
planet with all its contents, or the stellar system, or—to my mind 
most credibiy of all—the entire universe. Such a super-national 
mind would not have to be held guilty of the misconduct of 
nations. For it might be conceived as leaving the conduct of 
nations to be determined by their members, while reserving for 
itself the maintenance of a more comprehensive order by which 
national action would be made possible and kept within limits. 
The assumption could be, and I think should be, that freedom is 
essential to man, if not to all beings, freedom even irom com- 
plete control by a higher order of being, so that it is better that 
men be allowed to blunder into a certain amount of catastrophe 
than that they be deprived of all power over matters of impor- 
tance, of all large scope and initiative. If, however, we try to con- 
ceive of a nation as a self-active individual, it will not be easy to 
assign it a function that will leave to the members of the nation 
the power of political choice and responsibility which members, 
particularly of advanced nations, feel is theirs. To deny the cor- 
rectness of this feeling is to do great harm to man on his political, 
and eventually on his non-political, side. What always happens is 
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that in the nations which claim to possess a group super-mind the 
political choices are made not by this super-mind but by a small 
group, or an individual, coercing the remainder. The boasted 
transcendence of individualism is really, as is well known, one of 
the worst possible forms of egoistic individualism, individualism 
for the few, and they by no means the most public-spirited. 

It might, in spite of all this, be true that each nation has in a 
fashion a purpose of its own, in somewhat the sense in which a 
hand has its function in the purpose of the whole body. To God 
or some super-national mind each nation may be a sort of organ, 
and the embodiment of a purpose. But this is a purpose which 
it serves, not a purpose which it entertains as its own. The mind 
which entertains this purpose will sway the actions of one nation 
only as it also sways those of other nations (beyond the limits 
assigned to human freedom). In this it will perform a function 
which cannot be left to man, because it concerns affairs too vast 
for human understanding or control. A mind able to understand 
and control England, for example, in superhuman fashion should 
be able to understand humanity as well, since there are many 
non-Englishmen who know more about the political problems of 
England than most Englishmen, showing that a higher level of 
mind could hardly limit itself to a single nation as constituting 
its body, its sphere of primary activity. It is hard enough for an 
intelligent statesman to feel content with the limitations of his 
nationality. How much harder for a superior mind to be shut up 
to the functions of the group mind of a nation! 

Personally, I do not see much to be said (if there is anything, 
Fechner said it) for any group mind above the human individual 
and below the mind of the entire cosmos. If the cosmic com- 
munity has a group mind, the sole non-localized one, it can hardly 
be denied that this mind has functions which could not otherwise 
be discharged, at least by a mind. Men may guide the affairs of 
their nation, but they certainly do not guide the affairs of the 
universe. No human thought produced (in spite of Kant’s verbal 
belief that a sort of unconscious human thought did produce) the 
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cosmic pattern of laws and things obeying these laws. From this 
pattern are derived the basic conditions of human life, which, to- 
gether with human freedom, explain human history. We do not 
by taking thought bring it about that we live in a cosmos, though 
we do by taking thought have appreciable effects, at least upon 
the fashion in which our environment continues to include our 
own nation. The cosmic functions are as clearly superhuman as the 
national functions are human. The latter represent man both in 
some of his worst and in some of his best aspects; the former in 
their basic pattern exhibit nothing either of human vice or of 
human virtue. 

That a nation goes on while the individual disappears is true, 
but no more true than that a forest goes on while its trees die, or 
that a river goes on while its molecules are lost to it, or that 
humanity goes on while nations disappear, or that the planet goes 
on, perhaps after all men have vanished from its surface. The on- 
going of nations is at least partly due to the conscious human pur- 
pose that they should go on, men actually dying, and not infre- 
quently or in small numbers, for this express end. And what is not 
due to human purpose here may be due to a will far above the 
merely national level. The heart goes on as a heart as long as the 
man, though not because there is a heart-will but because the 
heart cells, on the one hand, and the whole body (and nature as 
a whole) on the other, unconsciously or consciously tend toward 
this end. Similarly, the nation may be an organ rather than an 
organism. 

The assumption of a super-national mind, whether cosmic or 
not, has great pragmatic advantages. It enables us to avoid the 
dangerous if not absurd conception of the human being as the 
summit of the scale of beings. This conception is really much 
more absurd than is sometimes realized, for it means that there 
are many summits of being, many “supreme beings,” and this in 
turn implies an awkward dilemma. Either the supreme beings 
take account of one another’s interests only on the principle of 
fair exchange, or mutual profit, or they consider themselves as 
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bound by sympathy to the interests of others—ultimately, and 
this is the sole rationally possible criterion, to the interests of all, 
or of the greatest number. But either conception leads to diffi- 
culties. 

We cannot account for moral obligation on the exchange or 
mutual profit principle. For example, we have obligations to pos- 
terity, which nevertheless can do nothing for us in return. (“What 
has posterity done for us?’’ someone has asked.) And the psycho- 
logical fact is that every man lives in at least some slight degree 
for others as well as for himself, which means that he implicitly 
views himself as contributing to some whole of value of which 
his own satisfactions are only a part. The fact of death makes this 
the only rational view for him to take, as sympathy makes it the 
only consistently practicable one. To suppose that each man lives 
only for the sake of his own enjoyment while alive implies that 
his own death is for him the absolute evil, at least if death means 
the total destruction of one’s enjoyment, and—at least if there 
is no superhuman mind—why should it not mean that? Yet who 
lives or could live as though his death were absolute evil? To say 
that we live partly to enjoy our sympathies for others is to say 
that we live for the sake of living for others, which is a cumber- 
some way of saying that we live in at least some degree for the 
sake of others, which is the point at issue. 

The confusion, of which many philosophers have been guilty, 
is due, like many philosophical errors, to neglecting the temporal 
aspect of the problem, in this case the temporal structure of in- 
terest. ‘The enjoyment of planning the welfare of others, as in mak- 
ing a benevolent will, is an enjoyment that occurs when the will 
is made and while the individual lives. But the future goal of the 
act is primarily the welfare of the legatees, which one may expect 
to outlast one’s own enjoyment of the will-making or its results 
by many years. To deny that one ever makes the will for the sake 
of others will lead by the same logic to the denial that any act 
is done for the sake of the future. All action is self-enjoyed, but its 
future goal is not by any means always self-enjoyment. The sim- 
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ple truth is that long-run self-interest is no more inevitable than 
is some measure, however limited, of altruism. As Whitehead has 
profoundly said, the self is a “society” of past and future experi- 
ences bound together by a mode of sympathy which, in a specifi- 
cally different but generically similar way, unites us also to the 
experiences belonging to the temporal societies constituting other 
personalities. The self, in other words, is a temporal group mind 
as well as a spatial one. It focuses, in its present, what it knows of 
experiences belonging to other selves as well as experiences in its 
own past and future. 

But if we live for the sake of others—ultimately, so far as we 
are rational, for the sake of all selves, or of the most inclusive 
group we can effectively serve—the question arises, can this be 
intelligible if the group is merely that, merely a set of interre- 
lated selves? A collection does not literally have interests that can 
be satisfied. One cannot live for the sake of the number twenty 
million or one billion. What is it which makes the sum of human 
values itself a value, and the all-inclusive value? The included 
values are concrete enjoyments, satisfactions, but the “‘satisfaction 
of many,” or of all, is not itself a satisfaction in the same concrete 
literal sense, unless there be an individual who takes satisfaction 
in the being-satisfied of all. In an abstract theoretical way every 
man, upon reflection, wishes all men to be satisfied, but the next 
man he meets concretely he may wish sadistically to see in torment; 
and certainly he cannot concretely and fully enjoy the enjoyments 
of even his nearest neighbors. The only way to avoid a certainly 
false, purely self-interest theory of motivation, and at the same 
time do justice to the principle that value lies in concrete individ- 
ual satisfaction, not in mere collections, is to recognize a super- 
human mind. If this include the sum of being, if it be the cosmic 
mind, then the problem is solved, since such a mind would indeed 
find satisfaction in the satisfactions of all, for all would be integral 
parts of its own body, whose health would be inseparable from 
the prevailing health of its parts. 

A merely national super-mind, on the other hand, would only 
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set up between nations the problem of self-interest versus abstract 
collectivism. And even a mind of the human race would not 
entirely solve the problem. To concretize the idea of the good of 
all, the super-mind must be omniscient, at least so far as the field 
of human experience is concerned. But theologians and philoso- 
phers would probably almost all agree that omniscience must be 
cosmic or nothing. There are many cells in the human body which 
do not effectively contribute to the enjoyment of the human mind, 
and this is because a localized mind cannot be localized altogether 
sharply, since the universe is universally interactive. To be ig- 
norant of part of what is going on outside one’s body is to be par- 
tially ignorant even of what is going on inside it. 

If the ultimate value is an enjoyment inclusive of all enjoy- 
ments, and if the ultimate motive is to enhance the ultimate 
value by contributing our own enjoyment, and that of all those 
we can help, to this inclusive enjoyment, then there is no mystery 
in our ability to work even for the sake of posterity, which can 
make no return to us but will certainly make a return to the 
ultimate value. Thus my contention is that the idea of a group 
mind is valuable and sound, though in application to a merely 
human group it is probably false and certainly dangerous. 

And it is as necessary to avoid denying that human minds 
enter into the life of a higher mind as it is to avoid asserting that 
this higher mind is localized upon the planet. Traditional re- 
ligious ideas are somewhat ambiguous in relation to this problem. 
Ten thousand times over, God has been defined as totally “inde- 
pendent” of human beings, creating them and giving them all 
things, but receiving from them nothing in return. In such defi- 
nitions God is not at all the cosmic group mind. I firmly believe 
that if religion is to perform its function of furnishing the supreme 
perspective for all values, it must outgrow the crudity of this 
purely one-way relation between creator and creature. Man has 
an ultimately rational need to regard himself as contributing to 
something quite as concrete and individual as himself, but, unlike 
himself, not limited and localized in space and time (nor yet for 











262 SOCIAL RESEARCH 


all that purely timeless and immaterial!). If religion persists in 
telling us that God is eternally complete and self-sufficient in all 
respects, so that no contribution of any kind can be made to the 
divine experience, then men will look elsewhere for the concrete 
meaning of the “good of all” or the common good. But where 
shall they find it? Obviously in some dangerous myth of a non- 
divine group mind. The alternative is rigorous. Either religion 
admits that “pantheism,” or panentheism, is not in every sense 
false, or it abdicates in favor of some false god of super-individual 
organic unity. 

But, it may be said, religion does concede that the church is 
a divine organism, the “‘mystical body of Christ.” I cannot stop to 
point out the respects in which this idea must be extended and 
modified if it is to solve the problem. Nor can I consider the 
traditional objections to pantheism, beyond saying, as I have 
shown elsewhere,” that these traditional objections are valid only 
against forms of pantheism which do not exhaust the possibilities, 
or only upon assumptions which neither religious experience nor 
adequate philosophical analysis supports. But I do feel bound to 
consider briefly the fact that men such as Hitler have been known 
to appeal to God, and apparently a pantheistic God, a God of 
“nature” and so, presumably, of the cosmos. 

My comment is that the cosmos is not altogether an open book, 
and that the interpretation of the cosmic mind is not a matter con- 
cerning which a busy dictator is to be supposed a high authority, or 
concerning which he may not talk lies or nonsense as readily as in 
more humble matters. In interpreting the mind of the cosmic 
community a man has two chief aids, of neither of which have the 
dictators, presumably, made much use. One is the religious tra- 
dition and experience, that is, the deposit and living continuation 
of intuitions of the depths of life where relations to God may be 
felt and enacted; and the other is metaphysical inquiry and its 
history. Unfortunately metaphysics was sidetracked for two mil- 
lennia by an insufficiently exact, insufficiently analytic, conception 


2 Man’s Vision of God and the Logic of Theism (Chicago 1941). 
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of God as the “absolute,” the “perfect,” the “complete” or “‘self- 
sufficient” or “independent” being. This conception was involved 
in antinomies and, as I have suggested above, does not meet the 
concrete religious need. Is this not an invitation to semi-insane or 
malicious persons to conceive God not only as not perfect in the 
impossible metaphysical sense but as imperfect in just that all- 
too-human sense which will render Him subservient to their de- 
signs? 

For the long-run future the important thing, I believe, is a 
definite logical possibility—only recently explored by philoso- 
phers® or theologians and still far too little known—of defining 
perfection (and all the other concepts mentioned above) in such a 
manner that the antinomies referred to disappear, concrete re- 
ligious significance is retained, and yet the door is kept closed 
against such abuses of the religious idea as could assimilate it to 
the status of a national group mind. I have elsewhere given rea- 
sons for thinking that the older theologians did not exaggerate 
when they called God perfect in goodness, wisdom and power, 
though they did fail to achieve an exact analysis of certain logical 
aspects of these concepts, and therefore were unable to avoid ab- 
surdities something like those which in logic the theory of types 
aims to overcome. In its true concept “perfect,” I shall merely 
mention here, is “the self-transcending transcender of all’; it is 
reflexive instead of irreflexive transcendence, and to reflexive 
transcendence contributions in the literal sense are possible. Thus 
there is no longer any incompatibility between perfection and the 
status of cosmic group mind, or concrete unity of things and 
values. This passing word must here suffice. 

The “group mind” in the bad sense was the result of the com- 
mon failure of atheism and traditional absolutistic theism to 
furnish any rational conception of a concrete whole to which we 
can devote ourselves and which, by this devotion, we can enrich 
with a value that it would otherwise lack. Thus men were con- 
demned to live for themselves, or for one another as together 


8 See, for example, A. N. Whitehead, Process and Reality, last chapter. 
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constituting a collection without concrete inclusive unity, the 
entire collection being apparently doomed to extinction when 
the planet ceases, some day, to be habitable. Thus there was, it 
seemed, no relevant common measure of value, and no permanent 
treasury of achievement. Men were separate entities, but infinitely 
far from any kind of self-sufficiency. From these absurdities athe- 
ism cannot escape without myth, and theism cannot escape with- 
out equivocation unless it unlearns its too simple and blind rejec- 
tion of pantheism and panentheism, its rejection of the concrete 
or group-mind conception of God.* No doubt this conception is 
only an “analogy,” or, if you prefer, the cosmic group mind is an 
infinitely special or unique case of group mind; but the concept 
conveys an element of truth which the usual analogies fail to ren- 
der equally explicit. 

In sum, there is reason to think that the unity to which human 
purposes are contributory extends vertically too deep to be cut 
horizontally by national or other human boundaries. And this is 
important for the whole problem of human freedom, for if the 
nation be taken as the super-whole then the human individual is 
reduced in value to his political aspect; only what can be effective 
for national action exists in the final reckoning. True, it cannot 
be proved that the unknown national mind is unaffected by even 
the most private individual thoughts. But the significance of the 
private and personal becomes radically uncertain if the national 
mind is taken mystically; and it becomes drastically curtailed if the 
national mind is identified with all that can definitely be known 
of it, the national group behavior. It is self-evident that at best the 
national mind cannot embrace the entire private life of each man, 
since only omniscience can do that. 

The reason why inclusion in the divine group mind leaves free- 
dom intact is that the one who enjoys our enjoyments in their 
concreteness can have no motive for refusing to grant us whatever 


4 One of the first to understand this was G. T. Fechner; see the chapter on “God 
and the World” in his Zend Avesta. For a recent instance see W. P. Montague, The 


Ways of Things (New York 1941) Chapter 6. 
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freedom we can ourselves make use of, subject to the similar re- 
quirements of others. The nation, on the other hand, never knows 
what use we make of freedom, except in a limited, abstract or ex- 
ternal way. States can be expected to grant adequate freedom to 
the private life only if the significance of this life be taken to 
transcend the nation—not because the part is more than the 
whole, a manifest absurdity, but because the whole of which 
man is finally a part, or the whole of which the whole man is a 
part, is not the nation but that which transcends the nation in 
space and time as the nation transcends the man, and at the same 
time (and here was what Hegel overlooked) transcends the nation 
in concreteness and integrity as the man transcends the nation. 

Only when it is seen that the relations of superiority between 
man and nation run in both directions, and when it is seen that 
man’s unequivocal superior must be something which is also un- 
equivocally superior to the nation (or any human group) can the 
relations of man to his group be treated with the proper perspec- 
tive, avoiding the twin evils of abstract individualism and abstract 
(or mythically organic) collectivism. 


(Graduate Faculty Exchange Professor, 
University of Chicago) 
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JENNINGS, W. IVOR. Parliament. New York: Macmillan. 1940. 548 
pp. $6. 

This volume is complementary to the same author’s treatise on 
Cabinet Government, published in 1936. It is unfortunate that Dr. 
Jennings had to leave the party system for later treatment, for his 
work would otherwise constitute a complete survey of British political 
institutions as they operated before England was drawn into the 
second world war. Even so, his account of these institutions is ex- 
tremely valuable, and not only for the reason that it sums up the 
development of a historical period which can safely be assumed to 
have come to a definite end. 

Dr. Jennings rightly does not altogether shun the discussion of 
highly technical questions, but he never loses himself in that under- 
taking. His intention is rather to explain how the English parliamen- 
tary system actually works, and he has no doubt succeeded in giving 
us a true and vivid picture. He somewhat apologetically remarks that 
he has not indulged in philosophizing on the parliamentary system, 
but has merely attempted to describe parliamentary life as it is. For 
this self-restraint we may be most grateful, for a sound philosophy 
of political institutions presupposes an intimate knowledge of the way 
in which they work. As a matter of fact, Dr. Jennings’ sober exposi- 
tion works havoc with certain brilliant philosophical interpretations. 
He arrays, for instance, a great many facts which disprove the thesis 
that growing class antagonism undermines the very foundations of 
English parliamentarism. The truth is that through all the years of 
economic depression between the two world wars the attitude of ma- 
jority and minority in the House of Commons toward one another 
was less intransigent than ever before in the recent history of the 
mother of parliaments. Opposition for its own sake was outdated even 
before the outbreak of the present war imposed on the English parties 
a policy of cooperation. Nor do the conditions outside Parliament 
differ from the conditions inside it. Dr. Jennings shows that the Eng- 
lish parties therefore can and do appeal to the people as a whole when 
they throw themselves into the electoral battle. The English nation has 
not disintegrated into classes or any other interest groups. 

The author does not fail, however, to point out that such tendencies 
are at work. His detailed discussion of the pressure groups makes it 
clear that both in number and in the scope of their activities they have 
considerably increased in importance since Lowell dealt some thirty 
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years ago, in his Government of England, with the non-party organiza- 
tions outside of Parliament. Still, although much legislation accord- 
ingly derives from special interests, Parliament is not, as Dr. Jennings 
convincingly demonstrates, a simple mirror of conflicting interests, 
but is the representative body of a nation. Parliament and government 
are susceptible to particular interests, but they are not swayed by 
them. Dr. Jennings touches also upon the question of how and to 
what extent the existence of these interest groups influences the nomi- 
nation of candidates and colors the personnel of the House of Com- 
mons. But on this point, as well as on the role of the party machine, 
we need more enlightenment than we receive from the present volume. 
It is to be hoped that also the remarks on discipline and majority 
rule in the labor party will be elaborated by the author in the volume 
on the party system that he has somewhat vaguely promised us in his 
preface. From what he has already told us it is obvious that this change 
of party constitution and action may have far-reaching implications. 

Needless to say, one could easily quarrel with Dr. Jennings about 
some of his statements and views. Such disagreement would detract 
but little, however, from the great merit of this study, which lies in 
the fact that it carefully portrays the English Parliament and thus 
once more makes clear what that institution stands for. 

Erich HuLa 


FERRERO, GUGLIELMO. The Reconstruction of Europe. Talley- 
rand and the Congress of Vienna 1814-1815. New York: Putnam. 
1941. 351 pp. $3.50. 

When Ferrero was attending the Peace Conference at Paris in 1919 
he noted in a diary: “Talleyrand, Talleyrand. Can no miracle re- 
store you to life? Was all your wisdom definitely spoiled by the nine- 
teenth century? . . . Talleyrand will not resurge because the world 
wants order in words but disorders in deeds.” (Die Tragoedie des 
Friedens, Jena 1923, pp. 31-32.) 

It is thus evident that Ferrero found the first incentive for his new 
book in the drama of our own period. The pertinence of the book 
(which is the sequel to another dealing with Bonaparte’s Italian cam- 
paign) accounts for both its defects and its real greatness. As a his- 
tory of the events between Napoleon’s first abdication in 1814 and 
the Congress of Vienna in 1815, the work has the qualities of an 
ingenious, sometimes bewildering vision. As in some of his previous 
books, Ferrero often submits events and personalities not so much to 
a detached examination as to his own preconceived system of general 
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ideas, discovered in the processes of history and marked by the pre- 
occupations of our own epoch. 

After the fall of the French monarchy, France lost herself in the 
vicious circle of fear and abuse of force. Europe and Napoleon’s Em- 
pire were constantly at war, because they feared each other. It re- 
quired, however, more than the military defeat of Bonaparte to break 
the vicious circle and to keep Europe from crashing in ruins. 

In Ferrero’s belief three men accomplished the miracle of 1814. 
Czar Alexander, ordinarily described as an unbalanced dreamer, is 
here presented as the leader of a crusade to reestablish the European 
order. Louis xvi, commonly considered the arrogant profiter from 
events brought about by others, becomes the courageous fighter for 
the principle of legitimate government. Talleyrand, finally, is re- 
garded as a constructive genius of the first rank. To be sure, the 
usual interpretation of Talleyrand as a vile traitor is one-sided. (Duff 
Cooper’s biography, which gives a more accurate picture, is simply 
ignored by Ferrero.) In The Reconstruction of Europe Talleyrand’s 
every deed and word is so analyzed as to prove that he was the incar- 
nation of Plato’s ideal, the philosopher-statesman. The resulting in- 
terpretation is interesting and attractive, but far from convincing: 
Talleyrand is considered by Ferrero to have been no less than the 
“only statesman in history leaving a work which had no fault” (p. 
345). Repeatedly a shrewd tactical maneuver by the clever diplomat 
is presented as an instance of the highest political philosophy. Often 
contradictory statements are reconciled or explained away in a fashion 
which Talleyrand himself would probably consider a “web of meta- 
physical reasonings.” 

But Ferrero’s book is not to be judged by its lesser or greater degree 
of historiographic accuracy. Its great value consists in its insight into 
the assets and liabilities of revolutionary periods, the adventurous 
and constructive mind at work, the tasks awaiting the rebuilders of 
Europe in our time. Ferrero’s contribution to the understanding 
of our age is not effected by facile historical parallels. His analysis 
of the political and psychological content of the 18th Brumaire and 
its aftermath makes clear why adventurer-rulers can spread terror but 
cannot construct a new order; he shows that usurpation and conquest 
cannot solve any problems, because problems cannot be solved in a 
universal and persistent atmosphere of acute fear. 

The pages which describe the role of the constructive mind in 
human society are of the deepest significance for the understanding 
of lawmaking in a world recovered from insecurity and panic. “The 
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first creation of a constructive mind is juridical order, law in the strict 
sense of the word, the civil and penal codes—the entire organization 
of justice, which, through force, imposes respect for a certain number 
of elementary rules” (p. 33). 

The American edition of the book has even more contemporary 
significance than the original French version, published in Paris in 
1939 during the months of the “phony war.” Ferrero points out and 
explains the fact that while the Congress of Vienna in 1815 marked 
the end of one of the greatest panics in history, the Congress of Paris 
in 1919 was the beginning of a new one. If at the conclusion of this 
war the attempts to establish a really new order should fail, the work 
of European civilization will experience the fate of the Roman world. 

There is much of value in the book for determination of the prin- 
ciples to be followed in establishing a new order. It is in this field, 
however, that Ferrero’s thesis is most vulnerable. Concerning himself 
exclusively with political and juridical considerations, he tries to find 
a solution by adapting the concept of legitimacy to modern condi- 
tions. What actually results is but the formalization of this concept: 
“A government is legitimate, when its power is assigned and exer- 
cised in accordance with a principle of legitimacy which is accepted 
by a majority of those who obey and respected by those who com- 
mand” (p. 53). 

The situation today differs too radically from what it was in 1814 
for the principle of legitimacy to be a safe guide in determining what 
forces may save Europe from an endless succession of futile wars and 
revolutions. Time is necessary for the creation of legitimacy. The 
tabula rasa which may be expected after this war will not indicate 
legitimacy for any power. Ferrero disregards almost entirely the prob- 
lem of daily bread, and consequently there is no mention of the 
economic problems which lie ahead for the “constructive minds” of 
the future peacemakers. Nevertheless, only that state or federation of 
states which can meet the needs for social and economic security 
will succeed in creating legitimate order, capable of saving a great 
civilization. 

Henry W. EHRMANN 
New School Graduate Faculty Research Projects 


BRODIE, BERNARD. Sea Power in the Machine Age. Princeton: 
Princeton University Press. 1941. 451 pp., index 12 pp. $3.75. 

In this book Mr. Brodie makes a very valuable contribution to 
military and naval science, and to its methodology. He shows that, in 
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matters of war, generalities and abstractions are meaningless and mis- 
leading because the execution of war operations depends on continu- 
ously changing technical conditions and circumstances. Technological 
changes bring about new weapons and new military techniques which, 
in their turn, modify tactics and alter even strategy. Unfortunately, 
however, “little effort has been made to determine the effect of specific 
inventions, and to clarify their impact on world politics,” though such 
an effort would be necessary, indeed, to understand more properly the 
problems of military history and science. Incidentally, Mr. Brodie’s 
point of view coincides largely with Marx’s theory of the importance 
of productive forces for economic and political evolution. 

Mr. Brodie emphasizes particularly the importance of five inven- 
tions for the evolution of modern navies: the introduction of the steam- 
ship; the replacement of wooden ship hulls by iron hulls; the fitting-up 
of steel for the production of armor and heavy artillery; the invention 
of submarine weapons (U-boats, mines and torpedoes); and the emer- 
gence of aircraft. He shows how the technological progress of the 
civilian world was assimilated by the navies, and how technological 
obstacles, which often, over a long period of time, frustrated the mili- 
tary use of new inventions, were finally overcome. Thus he describes 
why the British Admiralty, for instance, was first reluctant to sacrifice 
the sailing vessel for the steamboat, and why it stubbornly refused to 
replace timber by iron hulls. Any person who is interested in the 
problem of rational planning for war will read these chapters with 
profit. 

The author demonstrates that new inventions do not immediately 
invalidate existing equipment. On the contrary, old weapons are al- 
ways useful, particularly if modern arms are not yet available in suf- 
ficient quantities. At Jutland Germany could successfully employ many 
of her pre-dreadnoughts, and Great Britain’s “obsolete” vessels served 
in various ways during the first World War. The fire volume of one 
man-of-war does not cease to exist simply because a new ship has been 
built which possesses a more powerful armament. Mr. Brodie ably 
recommends that we differentiate clearly between “obsolete” and 
“obsolescent,” and states that any modern weapon is “obsolescent” 
from the very moment of its completion. 

A story of current interest can be found in Mr. Brodie’s history of 
the panics and invasion dangers in England during the forties and 
fifties of the last century, which were caused by the newly invented 
steam warship. The steam-driven warship, invulnerable to adverse 
winds, was believed to facilitate a surprise attack on the British Isles. 
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I do not agree with Mr. Brodie’s assertion that official opposition 
to new inventions was due mainly to an intimate knowledge of tech- 
nical difficulties which had to be overcome before the inventions could 
be useful, a knowledge which the inventors and their optimistic con- 
temporaries very often did not have. In reality, such difficulties were 
very often used—or rather abused—by the official bureaucracy with 
the clear purpose of avoiding changes which a priori were supposed 
to be unfortunate either for the vested interests of some branch of arms 
or for the social composition of the navy and the vested interests of the 
officers. In many other instances the testing officers simply lacked un- 
derstanding of the new invention. The question is not whether the 
naval bureaucracy was keenly aware of existing technical difficulties; 
rather the question is whether that bureaucracy was able to grasp the 
military potentiality of a new idea in spite of its temporary technical 
shortcomings and whether it contributed effectively to the removal 
of the existing obstacles. As a matter of fact, additional obstacles were 
often artificially created by the officers who examined the new inven- 
tions. Frequently they tested so severely and asked for so complicated 
a performance that no weapon still in an experimental stage could 
possibly satisfy their demands. Sometimes there was even a rule that 
only officers who were strongly opposed to a new idea should examine 
its technical realizations. 

The author, obviously hampered by space limitations, has restricted 
himself to technical problems and to a description of how new inven- 
tions were adopted. It would be interesting to have from him a further 
study dealing with the important changes which the strategy and re- 
spective policies of the sea powers underwent as a consequence of the 
“machine age.” It is to be hoped that Mr. Brodie will continue with 
his important work. 

STEFAN T. Possony 
Institute for Advanced Study 


FRAENKEL, ERNST. The Dual State. A Contribution to the Theory 
of Dictatorship. [Translated from the German by E. A. Shils, in col- 
laboration with Edith Loewenstein and Klaus Knorr.] New York: Ox- 
ford University Press. 1941. 248 pp. $3. 

The unusual qualifications of the author of the present volume for 
undertaking an interpretation of National Socialism on the basis of its 
legal and constitutional theory and practice are beyond any doubt. 
Dr. Fraenkel combines with a broad knowledge of National Socialist 
doctrine an intimate familiarity with the actual working of National 
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Socialist legal machinery. The latter he acquired while he was serving 
as a practicing attorney in Berlin from 1933 to 1939. The monograph 
testifies also to exceptional skill in arguing a hopeless case. Such quali- 
ties could not fail to make for a brilliant and interesting book. Un- 
fortunately it is, however, as confusing as it is brilliant. 

In the ever-growing literature on the National Socialist regime there 
is hardly another book that gives such abundant proof of that regime’s 
“unlimited arbitrariness and violence unchecked by any legal guaran- 
tees” as does the present volume, with its numerous and extensive 
references to decisions by German administrative, civil and criminal 
courts. Dr. Fraenkel cogently proves that this arbitrariness has to be 
understood in a material as well as in a formal sense; the political 
authorities can interfere in any political matter, and the decision as to 
which matters are political is left to their discretion. Statements and 
comments to this effect run through the entire book. 

The more surprising it is, then, that the author desires to convince 
us at the same time that the governmental system of unlimited arbi- 
trariness is only one aspect of the National Socialist state, an aspect 
designated by Dr. Fraenkel, in the terms of a misleading historical 
analogy, the “prerogative” state. Besides the prerogative state there 
exists, we are told, the “normative” state, which the author pictures 
by and large as a Rechtsstaat, though one sui generis. The National 
Socialist normative state is defined by him as “an administrative body 
endowed with elaborate powers for safeguarding the legal order as 
expressed in statutes, decisions of the courts, and activities of the ad- 
ministrative agencies.” By assuring us that the existence of the norma- 
tive state depends on its permeation by National Socialist attitudes 
and ideas, Dr. Fraenkel only adds to our bewilderment. For the reader 
can hardly fail to remember the well documented and irrefutable as- 
sertion of the same author that “the complete abolition of the inviol- 
ability of law is the chief characteristic of the prerogative state.” Ac- 
cordingly he can scarcely be persuaded that the National Socialist 
normative state offers to any of its private citizens legal stability and 
calculability, in the meaning of the terms as we know them from the 
Rechtsstaat of the liberal type, and in fact from any constitutional 
government. It is, however, precisely such stability and calculability 
on which Dr. Fraenkel, contrary to his own proposition of unlimited 
arbitrariness, insists. 

Dr. Fraenkel tries to bolster up the somewhat discredited economic 
interpretation of National Socialism by referring to the so-called norma- 
tive state as proof that the legal institutions essential to private capi- 
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talism still exist in Nazi Germany; but despite his efforts the legal 
foundations of the Nazi capitalist economy remain, indeed, extremely 
shaky. Nor has the author succeeded in explaining the estates system 
of the Third Reich as another proof of the Nazi-capitalist conspiracy. 
Although he is well on guard against taking National Socialist inter- 
pretations of the so-called prerogative state at their face value, he un- 
critically accepts National Socialist attempts to represent as autonomous 
institutions of vocational groups what is actually the machinery of 
the totalitarian state in directing and controlling economic activities. 

The “dual state” is the legalistic formulation of the Marxist in- 
terpretation of National Socialism, but the concept does not substan- 
tiate the economic thesis. The formula is not even in accordance with 
Dr. Fraenkel’s own penetrating analysis of the legal theory and practice 
of National Socialism. It is therefore to be feared that the book will 
confuse rather than clarify the issues that are at stake in the struggle 
against that system. 
EricH Hua 


KNELLER, GEORGE FREDERICK. The Educational Philosophy 
of National Socialism. New Haven: Yale University Press. 1941. 255 
pp., index and bibliography 41 pp. $3.50. 

The author of this book explains National Socialist educational 
theory in the terms of the Fihrer and the leading party authorities. 
After picturing the general “situation” he deals with the “virus of Na- 
tional Socialism” (Weltanschauung, race), the concept of a Volksstaat 
and education for an elite, the “backgrounds” (metaphysical roots, the 
youth movement), Hitler’s educational ideals, “the road of German 
youth” (Hitlerjugend, Arbeitsdienst, Wehrpflicht) and the problem 
of “the state and religion in education.” 

In discussing the backgrounds he shows how little Hegel’s idealism 
and rationalism have in common with the “professed irrationalism” 
of National Socialism, and the same “disparity in ideals” is revealed 
in a comparison of Nietzsche with Nazism. But the contributions made 
to racial theory and pan-German mysticism by Rosenberg’s Mythos, by 
Lagarde, Fichte, Arndt and, most of all, H. S. Chamberlain and 
Gobineau, are duly expounded. The author also contends, and again 
rightly, that National Socialism is not a mere continuation of the 
youth movement. In his chapters on the various youth activities and 
educational problems he looks upon Nazism “in its own light and from 
its own point of view.” 

Despite the validity of much of Kneller’s analysis it cannot be ig- 
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nored that he misunderstands the very elements of National Socialism, 
When he speaks of the “broad demands of German contemporary 
life,” from which the basic principles of Nazi education are said to 
have arisen “as an expression of National Socialist will,” he grossly 
misinterprets the movement as a real mass expression from its very 
beginnings, whereas after its first rise it gained momentum and came 
to power by mere force. A facing of realities would have shown the 
driving forces and real aims of Nazism through their propagandistic 
disguise. The “land year,” for example, extolled in the quotations 
from Nazi sources, has proved a failure; and as for the “labor service,” 
the fact that at the end of 1939 it became attached to the army shows 
clearly how much “soldiering” it entailed as compared with labor, 
which the author states to be a matter of conjecture, and converts 
into a notable understatement his remark that “it is perhaps not pre- 
mature to assume that the original aim of ‘work service’ is giving 
ground to military preparedness.” 

The method of quoting mainly National Socialist authorities serves 
to provide a full record of the movement’s educational principles and 
features, from its own point of view. It is this comprehensive, though 
onesided, record that gives the book its merit. The systematic bib- 
liography, general and specialized, will be of great value to students 
of the problems connected with National Socialism, particularly its 
methods of education. 

MAx LEDERER 


The Library of Congress 


MARCUSE, HERBERT. Reason and Revolution: Hegel and the Rise 
of Social Theory. New York: Oxford University Press. 1941. 431 pp. 
$3.75. 

Marcuse’s interpretation of the transition from Hegel to Marx, 
from “reason” to “revolution,” sets out to demonstrate that Hegel's 
basic concepts are hostile to the tendencies that have led to fascism; 
indeed, that fascism and National Socialism have their roots in the 
positivistic reaction against Hegel, “while Hegel wandered from 
Marx to Lenin.” This apologetic defense against the charge that Hegel 
prepared the way for the authoritarian state forces Marcuse to take 
the opposite stand, insisting that Hegel was an anti-fascist who pre- 
pared the way for Marx. In order to prove this thesis Marcuse analyzes 
the foundations of Hegel’s philosophy and of Marx’s dialectical theory. 
In both parts the analysis of the concept of labor is paramount. This 
analysis has the great merit of demonstrating the dynamic concrete- 
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ness, and even the “materialism” of Hegel’s philosophy, and, on the 
other hand, the philosophic and even idealistic roots of Marx’s 
theory. Real Marxism is indeed much more sophisticated than the 
average Marxist thinks, and real Hegelianism is much more realistic 
than our neo-Hegelians imagine. I believe that the academic Hegelians 
as well as the followers of Marx have a great deal to learn from 
Marcuse’s attempt to integrate the two. 

The last part of the book deals with the positivistic reaction in 
the writings of Saint-Simon, A. Comte, F. J. Stahl and Lorenz von 
Stein. Despite the differences in their backgrounds and intentions, 
they all move away from Hegel’s and Marx’s universal and dialectical 
philosophy toward an undialectical acceptance of the empirical facts, 
studying the social realities after the pattern of nature and in the 
aspect of objective necessity, thereby emancipating sociology from 
philosophy. Philosophy to these men was merely a synopsis of the 
basic concepts and principles employed in the specialized sciences. 
“Society became the subject-matter of an independent field of in- 
vestigation. The social relations and the laws governing them were 
no longer derived—as they had been in Hegel’s system—from the 
essence of the individual; still less were they analyzed according to 
such standards as reason, freedom and right.” The transcendental 
“absolutism of truth” which demands “negativity” toward given facts 
is preserved only in Marx, while Comte fought against the French 
form of critical and negative philosophy, and Stahl against the revo- 
lutionary dragon seed of German Hegelianism. Both were influenced 
by the writers of the counter-revolution, de Maistre and Burke. 

I agree with Marcuse’s statement that a “positivistic philosophy” 
is no philosophy at all, because philosophy is more than a mere syn- 
thesis of empirical knowledge, but I disagree with his interpretation 
of Hegel’s “negativity,” “reason” and “freedom” after the pattern of 
Marx. It was Marx himself who recognized that Hegel’s later accom- 
modation to the existing order must be understood as a consequence 
of his principle: to comprehend “what is,” but not to change the 
world. True, the young Hegel was much more critical than the older 
one, for he looked forward and thereby negated “what is,” but his 
concept of negation is not determined by any special reality. Hegel’s 
concepts have no peculiar understructure at all, but a general struc- 
ture so formed as to grasp and comprehend all kinds of realities. Hence 
negation cannot be understood merely by its critical connotation, and 
with regard to the social and political setting as emphasized by the 
left-wing Hegelians. While Marx transformed Hegel’s Aufhebung— 
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that is, conservation and at the same time negation—into a simple 
abolition of the existing contradictions, Hegel never meant that the 
contradictions between the infinite and the finite, between freedom 
and destiny, state and society or wealth and poverty could or should 
be dissolved. What he urges is no more and no less than mastering 
them through a progressive mediation and reconciliation on higher 
levels. On the other hand, there was only one “positive” reaction 
against Hegel’s philosophy as a “negative” one—that of Schelling— 
which was at the same time philosophical, and cannot be explained 
simply by the word reactionary. Great philosophers are always revo- 
lutionary as well as reactionary, neither merely accepting nor merely 
rejecting a given state of affairs. For they were never concerned 
primarily and exclusively with those “facts” by which Marx was so 
completely obsessed that he could not help negating them. 

It is certainly productive to emphasize with Marcuse the historical 
content in Hegel’s metaphysical terms. But only a man who believes in 
historical materialism can think that the classic and Christian tradition, 
as interpreted and consummated in Hegel’s philosophy, can be reduced 
to the history of middle-class society. 

Kart LOwiITH 


Hartford Seminary Foundation 


FARBER, MARVIN, ed. Philosophical Essays in Memory of Edmund 
Husserl. Cambridge: Harvard University Press. 1940. 332 pp. $4. 


The memorial volume edited with great care and love by Marvin 
Farber contains contributions from sixteen philosophers and scientists 
who are anxious to show Husserl’s influence, positive or negative, on 
their thought.! Since for many American scholars Husserl’s thinking 
is still a blank spot in the polar regions on the map of contemporary 
philosophy, most of the contributors have felt it necessary first to ex- 
pound the mainstays of Husserl’s position and only then to indicate 
their own systematic standpoint. But since their own position cannot 
but color their idea of Husserl we find almost as many definitions, 
more or less at variance with one another, of intentionality, ideational 
intuition, phenomenological epoché, transcendental consciousness, as 
there are contributors: Husserl’s shining light reflected, sometimes 
bluntly, sometimes brilliantly, in mirrors of all kinds, ranging from 
materialism (V. J. McGill) to “agapism” (Charles Hartshorne), from 

1 The volume ends with a supplement which contains the first publication of Hus- 
serl’s manuscript entitled “Grundlegende Untersuchungen zum phanomenologischen 
Ursprung der Natur.” 
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realism (H. Spiegelberg) to idealism and, within idealism, from Dorion 
Cairns’ and A. Schuetz’ constitutive idealism to Fritz Kaufmann’s 
transcendental sweep. 

The authors had to condense Husserl’s philosophy and their own 
thought to a great degree. To review this volume amounts, in fact, to 
reviewing a score. Each sentence is, as one of the writers puts it, just 
a chapter heading for an extensive exploration. Since it is quite im- 
possible to review each contribution without writing another con- 
tribution, I shall group the papers and select out of each class those 
that seem to me to be of interest for the readers of Social Research. 
For this purpose the most feasible principle of grouping is the attitude 
of the various writers toward Husserl’s turn from descriptive phenom- 
enology to transcendental subjectivism. 

The group of philosophers who follow Husserl without reservation 
into the abysmal depths of his transcendental consciousness is not small. 
Marvin Farber, Alfred Schuetz and, perhaps, Gurwitsch and Klein 
belong to it. Helmuth Kuhn goes a long stretch with Husserl, but 
almost at the very end of the road refuses “to follow him in his su- 
preme venture.” Dorion Cairns shows that the acceptance of the 
methodological principle of describing phenomena as they present 
themselves necessarily leads to Husserl’s transcendental consciousness 
as an absolute sphere of world constitution. This essay, a brilliant ex- 
position of Husserl’s main tenets, is rightly put at the beginning of the 
volume. Felix Kaufmann, in a remarkably lucid paper, undertakes the 
breakneck task of making Husserl’s transcendental subjectivism tasty to 
the tongues of logical empiricists. He knows well, of course, that if he 
ever succeeds in this the rest will be easy: while there is a way, as his 
paper convincingly shows, from logical positivism to transcendental 
phenomenology, there is no way back. 

To this group of transcendentalists in the phenomenological camp 
can be added, too, Fritz Kaufmann. His contribution on Art and 
Phenomenology is the deepest and most original of the whole volume. 
He attempts to reconcile transcendental subjectivism with the asser- 
tions of objective idealism. As he looks backward to Leibniz and 
Schelling Dr. Kaufmann leads phenomenology forward to a new future. 

The objections to Husserl’s transcendental and subjectivistic turn 
come from and go off in different directions. John Wild states that 
Husserl’s critique of psychologism, a) does not put itself in the right 
historical perspective, b) is only logical and not ontological, and there- 
fore, c) has missed the only legitimate line of argumentation, nay, has 
finally grown into just another kind of psychologism. H. Spiegelberg 
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has written a clean, clearcut paper which is very critical indeed of the 
transcendental phase of Husserl’s development. Obviously under the 
influence of A. Pfaender and Nicolai Hartmann, Spiegelberg considers 
the nucleus of phenomenology to consist in the methodological prin- 
ciple of describing phenomena as they present themselves. But unlike 
Dorion Cairns he seems to believe that it is possible, in abiding by this 
principle, to develop a moderate realistic phenomenology without slid- 
ing at all into Husserl’s subjectivism. V. J. McGill’s paper is a remark- 
able example of how typically German ideas may be assimilated by a 
typically Anglo-Saxon mind. The chief value of his paper lies, however, 
in his attack on Husserl’s phenomenological epoché—though I do not 
think that the psychological shape which Mr. McGill gives his argu- 
ment is well chosen. Only an entirely different orientation in anthropol- 
ogy, such as that developed by Heidegger’s existential analysis, will be 
able to overcome radically the weaknesses inherent in the procedure 
of phenomenological epoché. 

Out of the wealth of critical and systematic ideas contained in this 
work I have reported only a small selection. Husserl’s thought, no 
doubt, has been and still is of revolutionary power. Professor Farber’s 
volume offers an excellent occasion to approach phenomenology as 
well as a splendid contribution to Husserl’s memory. 

WALTER CERF 


Northwestern University 


HAGOOD, MARGARET JARMAN. Statistics for Sociologists. New 
York: Reynal and Hitchcock. 1941. 915 pp., index 16 pp. $4. 

In a certain sense the title of this book is misleading, for one might 
expect it to cover the relation between statistical and sociological 
methods, and the difficulties which arise from the fact that the con- 
cepts of the two sciences are different: often statistical conclusions 
have no bearing on sociological questions. But the author’s purpose is 
more modest. She offers a first-year textbook in statistics for students 
in sociology, with sociology meaning the social sciences. 

After an introductory section on quantitative methods in general 
the book deals with descriptive statistics—averages, index numbers 
and time series. The theory of sampling is called inductive statistics. 
Correlation, contingency and analysis of variance are discussed in the 
chapter on statistics of relationship. The last part treats of popula- 
tion questions. Sufficient space is given to mathematical statistics. Since 
the modern procedures for testing statistical hypotheses and for analysis 
of variance—which have rarely been applied to economic data—are 
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now within the reach of economists, it is a merit of the book that the 
author has included these topics. The book presents a popular and 
correct account even where it deals with technically complicated ques- 
tions. 

Except for its unusual but effective organization this work follows 
in general, and necessarily, the pattern of previous writings, but it is 
more exhaustive, and sometimes needlessly so. And while in some re- 
spects it is too broad, in others it is too narrow. It is reasonable that 
this book, intended for beginners who will not specialize in statistics, 
avoids the proof of formulae. But it should also avoid the use of 
formulae for their own sake. Mathematics is a tool and not an end 
for statistics. To fit a logistic curve to the number of birth control 
stations is a statistical monstrosity. The use of each formula is well 
explained by numerical examples, but often this procedure is not suf- 
ficient to give the formula’s general meaning. Sometimes the arithmetic 
could be simplified, for example in the fit of the Gaussian curve. Un- 
fortunately the same formulae are repeated over and over again. 
Avoidance of these repetitions would have made the book clearer. 

The author gives a good description of correlation, but it may be 
asked why only one of the regression lines is shown in the graphs. The 
treatment of population problems is rather lengthy, and Table G is 
unnecessary, as no reader of this book will ever have to construct a 
mortality table. On the other hand, the treatment of time series and 
of index numbers is too short, in comparison with the importance of 
these topics for economic statistics. Birth rates for twenty-three years 
are an insufficient substitute for time series. Throughout the book 
the examples are taken from population statistics, mostly of North 
Carolina. No economic examples are given, and this lack is a serious 
handicap for the broad purpose of the book. 

E. J. GUMBEL 
New School for Social Research 


FRIEDRICH, CARL J., and MASON, EDWARD 6&., eds. Public 
Policy. [Yearbook of the Graduate School of Public Administration, 
Harvard University.] Cambridge: Harvard University Press. 1941. 
458 pp. $4. 

The first issue of this yearbook contained a number of articles of 
great topical interest and high scientific standards, but it was not clear 
wherein it differed from a monthly or quarterly in this field. A year- 
book should be something more than a large-size periodical. This 
second issue, however, is convincing proof that the publication has a 
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raison d’étre. Most of the thirteen articles are centered on a theme of 
great significance: the development of instruments of public policy, 
particularly of budgetary and fiscal instruments. A few articles try 
to clarify the objectives, especially the economic objectives, which 
these instruments can be used to attain. Perloff makes a very stimu- 
lating analysis of, shall we say, the philosophy of budgetary policies; 
Higgins and Musgrave analyze the economic objectives of deficit 
budgets. These analytical approaches are supplemented by articles on 
practical experience with the instruments of policy. Rawson’s article 
on the federal budget, Thompson’s case study of budgeting federal 
forest activities and Freiberg’s article on government purchasing 
policies give an up-to-date review of the development of administra- 
tive techniques in the light of the new tasks of government policy. 
Stauffacher’s article is an interesting attempt to measure some of the 
economic effects of fiscal policies on the distribution of income, while 
Brecht illustrates the value of international comparisons of adminis- 
trative techniques, by analysis of three examples. There are also 
articles dealing with antitrust problems, the Hatch Act and two topics 
related to defense problems. 

It seems to me that a yearbook reporting on significant develop- 
ments in the instruments and techniques of government policies, espe- 
cially as related to economic objectives, can be extremely useful in 
a period of such rapid change that most textbooks on public admin- 
istration are outmoded soon after publication. There is also a great 
advantage in a work combining the “academic” approach in analysis 
of the changing task of public policy with reports on practical devel- 
opments in administrative techniques. If the yearbook continues the 
progress it has made in comparison with its first volume, it will 
certainly become a publication of great value to students of economics 
and public administration as well as to administrators themselves. 

GERHARD COLM 


GOLDSTEIN, KURT. Human Nature in the Light of Psychopathol- 
ogy. [The William James Lectures delivered at Harvard University.] 
Cambridge: Harvard University Press. 1940. 258 pp. $2.50. 

This book consists of the William James lectures delivered by Dr. 
Goldstein in 1937-38. Its title is somewhat misleading, as the psycho- 
pathology which he employs to illuminate human nature is the spe- 
cific type involving known lesions of the cortex. That this type is a 
good sample of all the varieties of abnormal mentality is, of course, 
a highly debatable question. Be that as it may, Dr. Goldstein deduces 
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ne of his rather abstract picture of human nature from the behavioral 
dlicy, limitations of people who have suffered injuries to their brains. 

s try The conduct of such people, he argues, is mechanical, automatic, 
hich and consists of series of responses to immediate sensory stimuli. They 
imu- are deficient in the power of what he calls abstraction, hence in- 
icies; capable of the normal adjustments to the distant in time and space, 
eficit | and unable to use language to the greatest symbolistic advantage. 
s on Any break in routine fills them with anxiety, which is a signal of 
ticle “danger to existence” and goes with the “catastrophic behavior” ex- 
leral pressing the “inner experience of being faced with nothingness.” ‘The 
sing entire picture is one of the effects of the “isolation” of impulses fol- 
stra- lowing from the failure of the abstractive function of the frontal 
icy. lobes. 
| the In persons whose function of abstraction is normal, behavior is 
while not mechanical but organic. Each form of it is an expression of a total 
inis- drive whose inward aim is not to release tensions but to “actualize”’ 
also | the capacities of the organism, “to attain ‘perfection’” in the form of 
pics “adequacy to environmental conditions.” Each such person is an in- | 
dividual, he has his own singular rhythm and Gestalt, exhibited in 
lop- the constancy of the pattern of his “preferred” behavior. His power 
“/ ‘ of abstraction renders him a free man able to choose between alterna- 


tives, to overcome anxiety and dominate catastrophe. He is the irre- 


el ducible element of society, whose “we” is “real” only as it guarantees 
0 “the realization of the individual.” Societies making this guarantee 
na are healthy; they do not suffer from the isolationist sickness which 
prod | skepticism, hedonism and asceticism express. 
will “Isolation” is the fallacy not only of those social philosophies but 
nics | also of all systems of psychology with which Dr. Goldstein does not 
r agree—behaviorism, psychoanalysis, personalism, etc. In justification 
" of his “holistic approach” Dr. Goldstein glibly repeats the conven- 
tional strictures of the Gestalt school upon these psychologies, and 
hol- especially upon the methods of scientific analysis on which they are 
ity] | postulated. He asserts that analysis may be adequate for physics but 
| won’t do for biology. Yet he leaves one with the feeling that he 
Dr. employs the methods of analysis in order to refute the analyses he does 
‘ho- not like, and that without analysis his “holism” is but a reiteration, 
spe- in a different dialect, of the mysticism of the vitalists and neo-Thom- 
sa ists, which he rejects in the form of “entelechy” but defends in the 
rse, form of Gestalt. I suspect that other psychologists calling themselves 
ces Gestaltist might be moved to take sharp issue with him. 
H. M. KALLEN 
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ROSTEN, LEO C. Hollywood, The Movie Colony—The Movie 
Makers. New York: Harcourt, Brace. 1941. 368 pp., appendices 45 pp., 
references and index 22 pp. $4. 

Before considering Mr. Rosten’s book itself I should like to speak a 
word of praise for the understanding of its sponsors, the Carnegie 
Corporation of New York and the Rockefeller Foundation, who en- 
abled the author to x-ray that complicated organism called Hollywood. 
Writers in Europe have rarely been given the opportunity of scruti- 
nizing actual social problems under such favorable conditions. And 
Mr. Rosten seems to have been particularly well equipped to write 
this extensive study, for he combines the faculty of immediate observa- 
tion with a far-reaching sociological background, a vivid concern for 
each specimen of this peculiar human fauna with an ability, if neces- 
sary, to keep at a distance, the talents of a writer with the capacity 
of the scholar—gifts that are seldom found together but are supremely 
important for a productive approach to contemporaneous social struc- 
tures. 

The book covers the period 1938-41, and consists of two parts, the 
first concerned with the social laws and regulations that determine the 
life of the movie colony in general, the second and more specialized 
section detailing the status of the producers, the directors, the actors 
and so on. Its pattern is what may be called construction within the 
dimension of the materials themselves. In other words, Mr. Rosten 
neither reproduces, like a journalist, mere impressions resulting from 
close contact with the facts and people in question, nor enshrouds his 
observations in generalized theory which has meshes too wide to cap- 
ture the single phenomenon. His point of view is near enough to let 
him discriminate and characterize the multifold traits of the movie 
world, and at the same time it is sufficiently remote to free him from 
the fetters of intimacy and permit him to look at Hollywood as a whole. 
In addition to the methodological problem, Mr. Rosten has solved 
that of tact, which offered serious difficulties since he was obliged to 
deal with the personal qualities, hobbies, inclinations and griefs of 
particularly sensitive artists. But despite the discretion with which the 
book intentionally overlooks certain angles—emphasized, for instance, 
in Schulberg’s novel, What Makes Sammy Run?—the author is not 
afraid of destroying the widespread “Hollywood Legend” and pene- 
trating through the dense fogs produced by publicity managers and 
attendant gossip columnists to the very core of Hollywood’s internal 
organization. 

One underlying idea seems to me especially revealing: Mr. Rosten 
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considers Hollywood as the “quintessence of the nouveau riche,” and 
succeeds—by means of an excellent selection of examples and quota- 
tions—in paralleling it with that era of American life in which the 
great industrial and financial magnates worked their way up to power. 
“Hollywood does what is ‘done,’ does more of it . . .”: through this 
formula he makes it evident that what Hollywood represents is not 
so much the exception as an extremely outspoken form of a social 
set-up which had already appeared in the United States and may 
still appear wherever certain presuppositions are realized. Still more 
important, perhaps, is his disclosure of the interrelationship between 
social conditions and psychological features. Also with regard to 
psychology Mr. Rosten finds the right perspective: he does not, like 
many scientists, condemn an occupation with psychological facts, nor 
does he stumble into the relativism connected with the overestima- 
tion of such facts. What he strives to do is to demonstrate how each 
characteristic trait depends upon certain fixed constants in the social 
sphere; the outcome is a reliable topography of Hollywood’s psychic 
structure. Thus he explains the optimism that movie-makers exhibit as 
their cloak for a deep-rooted anxiety, for the subconscious conviction 
that luck cannot last and that catastrophe may come at any moment; 
and he has highly interesting things to say about Hollywood’s passion 
for gambling, about the vague guilt complex that haunts its people. 
The volumes announced to follow, treating the economics of Holly- 
wood and including analyses of its films, can be sure of the same in- 
terest as this first one. 
S. KRACAUER 


New York City 


CHEN TA. Emigrant Communities in South China. [A Study of Over- 
seas Migration and its Influence on Standards of Living and Social 
Change.] English version ed. by Bruno Lasker. New York: Institute 
of Pacific Relations. 1940. 287 pp. $2.50. 

This is a valuable study on the impact of the West upon China, as 
transmitted through Chinese emigrants by the Far Eastern dependen- 
cies of Occidental powers. Its principal contribution lies in its com- 
parison between communities influenced by emigrants who left their 
homes for the South Seas, and communities not touched by such in- 
fluences. Professor Chen analyzes a number of data collected on the 
spot by special investigators. 

These data agree in showing that the structure of communities sub- 
ject to the influence of their emigrants differs widely from that of 
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neighboring communities. There is reason to think that, to some ex- 
tent, the former tend to develop into somewhat parasitic dependencies 
of their “rich uncles” abroad. While the study lends some point to 
such an interpretation, it does not try to follow up this line of thought. 
Chen shows very clearly that the overseas Chinese, on the other hand, 
exert on the whole a “progressive” influence on their home communi- 
ties. Since the research work for this report was undertaken before the 
outbreak of the Sino-Japanese war the writing and editing have been 
affected unfavorably by the difficulties obstructing trans-Pacific com- 
munications and interfering with peacetime studies in general. 
Kurt BLocu 


American Council, Institute of Pacific Relations 


SIEBER, SYLVESTER A., and MUELLER, FRANZ H. The Social 
Life of Primitive Man. St. Louis: B. Herder. 1941. 550 pp. $3.50. 


These two authors have provided a very useful summary of the 
standard work of the kulturgeschichtliche school in ethnology: Gesell- 
schaft und Wirtschaft der Volker (1924) by Wilhelm Schmidt and 
Wilhelm Koppers. Schmidt, Koppers and Sieber are members of a 
German Catholic missionary society which for forty years has en- 
couraged ethnological research; its scholarly center was, until the an- 
nexation of Austria, the monastery of St. Gabriel at Médling near 
Vienna, where the international review Anthropos was published. 
Schmidt, now in his seventies, is director of the papal ethnological 
museum at Rome, and is an ingenious writer in many fields: linguistics, 
ethnology, anthropology, history of religion and culture. His basic 
ethnological research was devoted to the Pygmies or dwarf races, which 
he proclaimed to be the primordial stratum of mankind, characterized 
by monogamy and monotheism, a thesis later upheld by the expeditions 
of his collaborators. A powerful personality, he has been one of the 


intellectual pillars of modern German Catholicism, and his achieve- 


ments are respected even by those who do not subscribe to his method 
or to many of its results. Sieber, formerly a student at St. Gabriel, and 
Mueller (formerly of Cologne, now at the College of St. Thomas at St. 
Paul), a productive Catholic sociologist of high standing, have done 
their best to provide a helpful introduction to Schmidt’s ideas for 
American students. 

Everyone interested in comparing sociological and ethnological data 
must take into consideration the universal scheme of “historical 
ethnology,” a scheme that is the more powerful as an hypothesis the 
less it is metaphysically taken for granted. While Schmidt and Koppers 
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are rather inclined to accept their scheme as a revelation, the particular 
merit of Sieber and Mueller is that, by introducing Max Weber’s 
method of “ideal types,” they emphasize the hypothetical character 
of the Kulturkreise. Their approach can be best illustrated by refer- 
ence to their attitude toward the crucial problem of the entire school: 
the function of the warlike, intruding Nomads in building up high 
civilization. Now, faced with events that we did not even slightly 
anticipate twenty years ago, we may have a sharper understanding of 
what is at stake in such theories. 

Schmidt’s contention is that the ideals of monogamy and mono- 
theism, existing among the Pygmies but lost in the culture of 
“totemism” and “mother right,” reemerged through the Nomads 
(Turks, Hamites, Semites, Indo-Europeans); the Nomads, by invading 
the pre-Nomadic cross-culture of agrarian “mother right” and in- 
dustrial “‘totemism,” and organizing it on the basis of slavery, feudalism 
and hereditary monarchy, opened the way for the first empires in 
history and for high civilization. But Sieber and Mueller are not in full 
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agreement with this evaluation of the Nomads. ‘“‘We must not exag- 
gerate,” they say, “the role these warlike expeditions played in the 
formation of cultures and growth into higher civilization . . . Attila 
_did indeed ravage Gaul, but surely the European farmers and plow- 
men contributed more to the establishment of civilization than did 
‘these barbarians” (p. 278). This differs remarkably from Schmidt and 
/ Koppers, who ask only for the “right ratio of combination” between 
“ invaders and invaded to “raise” pre-Nomadic peasantry and labor | 
to the level of high civilization (Gesellschaft und Wirtschaft, pp. 222 
ff.). Sieber and Mueller know today better than Schmidt and Koppers | 
could have known twenty years ago that the “progress” brought by the 
Nomads was dearly paid for by the “inhumanization of most of the 
population” (p. 480), that ‘‘often the devil was driven out by Beelze- 
bub” (p. 477) and that “heaps of ruins and hecatombs of human 
victims” mark the road the Nomads have trampled “from the dawn 


of history until today” (p. 482). 
ERNST KARL WINTER 
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CONSERVATION OF SCHOLARLY 
JOURNALS 


The American Library Association created this last year the 
Committee on Aid to Libraries in War Areas, headed by John 
R. Russell, the Librarian of the University of Rochester. The 
Committee is faced with numerous serious problems and 
hopes that American scholars and scientists will be of con- 
siderable aid in the solution of one of these problems. 

One of the most difficult tasks in library reconstruction after 
the first World War was that of completing foreign institu- 
tional sets of American scholarly, scientific, and technical peri- 
odicals. The attempt to avoid a duplication of that situation 
is now the concern of the Committee. 

Many sets of journals will be broken by the financial in- 
ability of the institutions to renew subscriptions. As far as 
possible they will be completed from a stock of periodicals 
being purchased by the Committee. Many more will have been 
broken through mail difficulties and loss of shipments, while 
still other sets will have disappeared in the destruction of 
libraries. The size of the eventual demand is impossible to 
estimate, but requests received by the Committee already give 
evidence that it will be enormous. 

With an imminent paper shortage attempts are being made 
to collect old periodicals for pulp. Fearing this possible reduc- 
tion in the already limited supply of scholarly and scientific 
journals, the Committee hopes to enlist the cooperation of 
subscribers to this journal in preventing the sacrifice of this 
type of material to the pulp demand. It is scarcely necessary to 
mention the appreciation of foreign institutions and scholars 
for this activity. 


Questions concerning the project or concerning the value of 
particular periodicals to the project should be directed to 
Wayne M. Hartwell, Executive Assistant to the Committee on 
Aid to Libraries in War Areas, Rush Rhees Library, Uni- 
versity of Rochester, Rochester, New York. 
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ARTHUR FEILER, 1879-1942 


[1 1s too early to appraise definitively the work of Arthur Feiler. 
The volume of his writings, academic and journalistic, is im- 
mense, and no one has yet had opportunity to survey the whole of 
it. Yet its character is easily known by sample. For Arthur Feiler 
was intellectually one of the most consistent men of our time. His 
earliest writings are of a piece with his latest, differing only in 
maturity of experience and judgment. And one may safely assert 
that in the whole range of his writing there is not a page that 
would fail to command the interest and respect of any fair-minded 
man. 

Arthur Feiler was by life-long conviction a liberal. He was 
not a liberal of the rigid type, with fixed prejudices masquerading 
as principles. All human institutions, he recognized, are subject 
to the law of change. What is not subject to change is the free 
spirit of man, honesty, and faith in human destiny. One must 
live a long life to encounter a man embodying so perfectly the 
ancient faith and true. 

He chose journalism at the outset of his career, because he 
recognized that the liberalism that was life to him grows pale and 
sickly if confined within academic walls. But to Arthur Feiler jour- 
nalism meant not an absorption in ephemeral detail, but the 
bringing to bear of all available scientific resources upon the 
problems of the day. When later he became a professor in Konigs- 
berg his journalistic ideal—the ideal of a scholarship that thrives in 
the sun—survived. At the New School he wrote much, and what- 
ever he wrote was at once good journalism and good science. 

Genuine liberalism is not simply an acquired character. It can 
live only in a breast free from egoism. Arthur Feiler was able to 
observe with accuracy, and to record with just objectivity because 
he never permitted his own personality, his prejudices and aspira- 
tions to enter subtly into the equation. To see a situation exactly 
as it is and to record it honestly was Arthur Feiler’s whole am- 
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ARTHUR FEILER, 1879-1942 


Ir 1s too early to appraise definitively the work of Arthur Feiler. 
The volume of his writings, academic and journalistic, is im- 
mense, and no one has yet had opportunity to survey the whole of 
it. Yet its character is easily known by sample. For Arthur Feiler 
was intellectually one of the most consistent men of our time. His 
earliest writings are of a piece with his latest, differing only in 
maturity of experience and judgment. And one may safely assert 
that in the whole range of his writing there is not a page that 
would fail to command the interest and respect of any fair-minded 
man. 

Arthur Feiler was by life-long conviction a liberal. He was 
not a liberal of the rigid type, with fixed prejudices masquerading 
as principles. All human institutions, he recognized, are subject 
to the law of change. What is not subject to change is the free 
spirit of man, honesty, and faith in human destiny. One must 
live a long life to encounter a man embodying so perfectly the 
ancient faith and true. 

He chose journalism at the outset of his career, because he 
recognized that the liberalism that was life to him grows pale and 
sickly if confined within academic walls. But to Arthur Feiler jour- 
nalism meant not an absorption in ephemeral detail, but the 
bringing to bear of all available scientific resources upon the 
problems of the day. When later he became a professor in Konigs- 
berg his journalistic ideal—the ideal of a scholarship that thrives in 
the sun—survived. At the New School he wrote much, and what- 
ever he wrote was at once good journalism and good science. 

Genuine liberalism is not simply an acquired character. It can 
live only in a breast free from egoism. Arthur Feiler was able to 
observe with accuracy, and to record with just objectivity because 
he never permitted his own personality, his prejudices and aspira- 
tions to enter subtly into the equation. To see a situation exactly 
as it is and to record it honestly was Arthur Feiler’s whole am- 
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bition. He went to the facts for their own story, not for support 
of his particular thesis. In writing his one aim was clarity. 

At the present moment the impression that rests most vividly 
with Arthur Feiler’s colleagues and friends is not that of the ripe 
scholar, the able expositor, but that of the ardently helpful com- 
rade, the unwaveringly loyal friend. He was one of the original 
group that composed the University in Exile, and his courage, 
patience and devotion were among the chief forces making for an 
effective working organization, capable of developing into a 
powerful American faculty. 

Arthur Feiler has left us deeply in his debt, the more deeply 
because his contribution is subtly merged in our common life, 
where it lives on with us. 


ALVIN JOHNSON 
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AMERICAN LABOR UNIONS 
AND THE WAR 


BY ALFRED BRAUNTHAL 


W ar waged by a democratic country imposes functions upon 
labor that are of vital importance. These functions can be 
properly carried out only if and as far as labor has developed and 
matured its own autonomous organization. But war exerts, con- 
versely, a powerful pressure on labor to grow with its tasks. Thus 
adaptation to the war, and commensurate growth with the func- 
tions imposed by the war, are the main problems of labor today. 

The problems of adaptations to the war which American labor 
has had to face have to a large extent the same sources as most of 
the war adjustment problems of democratic countries. But there 
are in addition problems traceable to peculiar historic and en- 
vironmental factors. 

Democracy is by its very nature not geared to total war. Citizens 
of democratic countries may be peerless in patriotism, courage 
and determination to carry through to the bitter end, but in the 
initial stage of a conflict with dictatorial countries they are handi- 
capped by the slow pace of political, economic and moral adapta 
tion peculiar to democratic institutions. 

Labor as part and parcel of democratic society partakes in all 
strong and weak features of democratic institutions. It should 
not be surprising, therefore, that labor has gone through adverse 
experiences similar to those of other institutions and groups on its 
way to full war preparedness. The American labor scene differs 
markedly, however, from that of other democratic countries. 
Labor organizations and labor relations in this country still bear 
traces of the fact that the growth of modern industry here has been 
a longer and more impetuous process and has occurred on a much 
larger scale than in any other country. The fact that the war has 
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caught labor organizations and labor relations in this country in 
the midst of a rapid process of growing and maturing has con- 
spicuously affected the process of adaptation to the war. 


I 


One should expect that labor’s position toward a war forced upon 
a democratic country by fascist dictators would be clear and unam- 
biguous from the outset. There should be much less room for 
isolationism, hesitation and half-heartedness than in any other 
social group. Neither Germany’s attack on Russia nor Japan’s 
attack on the United States should have been needed to stir up the 
workers of this country and to strengthen their determination to 
do their utmost in the fight for the defense of democracy. 

An analysis of the events and currents in the ranks of American 
labor in the critical period from the collapse of France until Pearl 
Harbor would reveal that the bulk of the labor movement actually 
did live up to these expectations. From the outset, and with few 
exceptions, those labor organizations that really count, the trade 
unions, were fully behind the national defense effort and sup- 
ported Roosevelt unreservedly in his uphill fight against isola- 
tionism. 

Yet there are a few facts that made it appear as if labor were 
divided among itself and lax in its cooperation with tne defense 
program. There were not only the defense strikes, which shall 
be dealt with presently, but also the opposition of political 
“labor” organizations to the defense policy; and there was, too, 
the broad shadow of John L. Lewis that fell upon the labor scene 
in that critical period. 

The political opposition of so-called labor parties to the war of 
the democracies was confined to the Socialist and Communist 
parties. It has become a matter of common knowledge that what 
has remained of the Socialist Party under Thomas’ leadership 
after its repeated splits has nothing whatever to do with labor as 
a social group, and that the party’s few adherents are recruited 
from certain intellectual strata. But the role that the communists 
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play in the working class is still widely misunderstood, chiefly 
because they have succeeded in obtaining control over some of the 
new and a few of the old unions. What has actually happened 
belongs to the chapter on the growing pains by which the labor 
union movement of this country is beset. 

In the period of the rapid and precipitate growth of the CIO 
the new unions could not always, as has been traditional in the 
Jabor union movement, develop a leadership from their own 
ranks; thus they depended upon the cooperation of labor-friendly 
intellectuals, who in this country are in a large measure commu- 
nists or inclined toward communism. Even if John L. Lewis, 
then president of the CIO, had not “played” with the communists 
for his own private reasons, the infiltration of communists into 
leading positions in the new unions could hardly have been 
avoided, especially since in a few instances labor leaders arose 
from the ranks who happened to be communists but won the 
allegiance of the union members by their organizational abilities. 

The political control of communists over unions is in most 
instances, however, a nominal one. As a rule the unions’ rank 
and file follows a leader because and as long as it has confidence 
in his organizational qualities, not because of his political lean- 
ings. For instance, as long as Heywood Broun was alive the 
American Newspaper Guild was communist-controlled; but his 
heirs did not inherit his organizational gifts and were swept away 
by a rebellion in the ranks of the union which set an end to the 
communist control. How little communist feeling is uppermost, 
even in unions with well established communist leadership, can 
be gathered from the fact that in the period from the beginning 
of the national defense program until Hitler invaded Russia not 
one of the industries with communist-controlled unions was in- 
volved in a serious strike, although the communist press sided 
with every defense strike. 

The case of John L. Lewis and his miners is different. The 
mine workers actually did engage in gigantic strikes during the 
national defense period. Of the 2,362,620 workers who were 
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involved in strikes in 1941, miners constituted 737,302, or 31 
percent; of the 23,047,556 working days idle as a result of strikes, 
7,226,061 fell on the mining industry. Thus the mine workers 
did obey the strike orders of their isolationist leader. But it 
should not be overlooked that the bituminous coal strike of April 
1941 broke out because the mine operators had rejected the 
union’s proposal that work be continued after the expiration of 
the old contract, under the condition that the new agreement be 
made retroactive to the date of the old contract’s expiration. 
Similarly, the captive coal conflict in the fall of 1941 reached its 
dramatic climax when the National Defense Mediation Board, 
in an unprecedented decision, refused to recognize the closed shop 
in an industry in which 95 percent of the workers were already 
organized. 

But even the mine workers, although they kept union discipline 
by obeying strike orders, refused to follow Lewis’ political leader- 
ship. The identification of labor with Roosevelt—not only as 
the creator and champion of the New Deal policy but also as 
the leader of the Aid-to-Britain policy—had become so deep- 
rooted that the defection of Lewis from Roosevelt on the eve of 
the 1940 presidential elections aroused the same reaction in the 
ranks of American labor as the defection of MacDonald from the 
British Labour Party had aroused in the ranks of British labor. 
His defection cost Lewis not only the leadership of the CIO, but 
also the political allegiance of the members of his own union." 


1 An analysis of the results of the 1940 presidential elections in coal mining dis- 
tricts fails to reveal any perceptible response of the mine workers to Lewis’ appeal 
for Willkie. While in the whole United States Roosevelt in 1940 received 2 percent 
fewer votes than in 1936, he lost but 1 percent in West Virginia, 3 percent in the 
bituminous coal counties of Pennsylvania (Alleghany, Westmoreland, Fayette and 
Indiana) and 9 percent in the anthracite coal counties of Pennsylvania (Luzerne, 
Schuylkill, Northumberland and Carbon). Willkie in 1940 received in the whole 
United States 34 percent more votes than Landon in 1936: in West Virginia the 
Republican votes increased but 14 percent from 1936 to 1940, in the bituminous 
coal counties of Pennsylvania 41 percent, and in the anthracite coal counties of 
Pennsylvania 1 percent. The large deviation of the election results in the anthracite 
districts from those in the other coal districts seems to be traceable to the fact that 
the number of votes declined in the anthracite districts from 1936 to 1940 while 
there was an increase of votes in the other coal districts. 
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Although American labor prior to Pearl Harbor was much more 
solidly behind Roosevelt’s national defense policy than the public 
generally was aware of, the entrance of the United States into 
the war marked an important step in the maturing process of the 
labor movement. What the general public noticed first was the 
abrupt drop in defense strikes as a result of Japan’s attack; but 
what will ultimately assume a much higher rank in the order of 
historic events is the progress in the organization and importance 
of labor in the framework of modern democratic society and in 
the mutual relations of labor, management and government. 

To understand the import of this development it is necessary 
to take into consideration the fact that for the overwhelming 
majority of the eleven or twelve million organized workers, affilia- 
tion with a labor organization is a completely new experience. 
Since the beginning of the New Deal era the membership of 
labor unions has more than quintupled. Such a fantastic growth 
in mere numbers cannot be expected to proceed smoothly, 
especially in view of the fact that defense and war production has 
brought about a disproportionate growth of precisely those 
industries in which the organization of workers was most recent. 
As a result of national defense and war demands, new factories 
have sprouted, new industrial settlements have sprung up, new 
industries have been born and new masses have flowed into new 
labor unions under new leaders. Such a sudden upheaval could 
not occur without its growing pains. 

The gravest among these growing pains has been, of course, 
the split in the central body of the labor union movement. The 
organizational problems inherent in the rapid organization of 
millions of workers have been seriously aggravated by this conflict. 
The split can be likened to an open wound on the body of the 
labor union movement that was bound to become a source of 
infection with the germs of jurisdictional disputes. This is not 
the place to dwell upon the history of jurisdictional conflicts 
in the labor union movement, or to intimate the damage they 
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have inflicted not only upon the movement itself but upon 
the whole economic tissue of society, of which the labor unions 
are an integral part. The split in the central union body has led 
to a climax in the internecine fights between labor unions. 

The indications are, however, that the climax was already 
reached with the downfall of John L. Lewis and with the progress 
of the national defense production. The war has brought about an 
actual alliance between the two central bodies of organized labor, 
both in the political field and in that of labor relations. Although 
it has become apparent that the time for the restoration of 
organizational unity has not yet come, since the entrance of the 
United States into the war there has been not one political event, 
not one legislative action, not one decision of the War Labor 
Board in which AFL and CIO have not joined hands. This close 
cooperation was bound to have favorable repercussions in the 
jurisdictional field. Although rivalries and jurisdictional disputes 
between AFL and CIO unions, especially locally, have by no 
means ceased, they have been perceptibly reduced, and the two 
central bodies, using the roundabout way that passes through 
the War Labor Board, have agreed to settle by a joint committee 
jurisdictional conflicts in war industries, not only those between 
AFL and CIO unions but also those between unions affiliated with 
one central body. 

Another of the growing pains of the labor union movement 
has been the unfinished state of the organizational structure of 
a large proportion of the unions. The existence of rudimentary 
unions is of long standing in the labor movement. Federal labor 
unions are an old-established institution in the AFL. Unions 
that are in the making, or are unable to grow into full-sized 
national organizations, receive from the AFL charters as federal 
locals, which remain under the jurisdiction of the central body. 
The CIO has established a similar institution, the local industrial 
unions, but in addition has adopted the device of forming new 
unions not as regular autonomous organizations but as “organizing 
committees,” which are deprived of real autonomy. 
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The outstanding organizing committees were originally under 





upon 
is the tutelage not of the CIO but of leading CIO unions, and were 
s led the starting point for the growth of veritable union empires, states 
within the state. The classical example of this imperialistic trend 
eady was provided by the first president of the CIO himself. In the 
gress beginning John L. Lewis kept the Steel Workers Organizing 
It an Committee under his firm control, by having Philip Murray, a 
bor, vice-president of the Mine Workers Union, appointed “chairman” 
ugh of the “committee,” which within six years of its inception grew 
n of to be the largest single labor organization on American soil, 
* the with a membership of 700,000 in May 1942. Later Lewis estab- 
ent, lished another organizing committee as his personal dependency, 
abor that of the Construction Workers, by having his brother, A. D. 
‘lose Lewis, appointed chairman. Moreover, the famous “catch-all” 
the District 50 of the Mine Workers Union, whose secretary-treasurer 
utes is John L. Lewis’ daughter Kathryn Lewis, is actually also an 
no organizing committee for a number of chemical industries, which 
two are only nominally connected with the coal mining industries as 
ugh “by-products.” It is well known that even dairy farming has been 
ttee ruled by John L. Lewis to be a by-product of coal mining, and 
een placed under the jurisdiction of District 50. 
vith But although the imperialism of John L. Lewis has aroused 
much public attention and comment, the actual trend goes in 
ent the opposite direction. The new unions have begun to consolidate, 
- of and national defense and war have accelerated this development. 
ary The first of the new unions to cut the bonds of tutelage and to 
bor grow into an autonomous organization was the Textile Workers 
ons Union, which originally, as the Textile Workers Organizing Com- 
zed mittee, was a dependency of Sidney Hillman’s Amalgamated 


ral Clothing Workers, with Hillman himself as chairman. During 


dy. the war the Steel Workers Organizing Committee was transformed 
into the Steel Workers of America. It may have been but a 
coincidence that this was not done, and Murray elected president 
of the new union, before the crisis in the relations between John 
L. Lewis and the CIO reached a climax. In any event it would 
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have been an intolerable state of affairs for an organization of 
700,000 members to be indefinitely deprived of the right to elect 
its own officers. 

To be sure, the war has not brought the end of organizational 
crises in the labor union movement. The grave conflict between 
John L. Lewis and the CIO has revealed how vulnerable the 
organizational structure of the CIO still is. To a certain extent, 
however, this conflict is still a by-product of the consolidation 
process of labor unions. The clash between Lewis and the CIO 
can be traced not only to political but also to organizational 
friction. Where the Mine Workers Union has expanded over 
the bounds of its own industry, and has trespassed into a number 
of other industries, friction has developed. The indications are 
that the process of consolidation and the development of auton- 
omous unions for each industry will not stop at the point where a 
personal empire is at stake. 


III 


Parallel with the progress in the organizational structure of the 
labor union movement, headway has been made in industrial 
labor relations. Neither the wave of strikes that swept over the 
country during the national defense period nor the bitter feud 
between unions and employers over the closed shop issue that has 
survived the strike wave should deceive anyone about the real 
situation in labor relations. 

As far as the strikes in the national defense period are concerned, 
proper care should be taken to keep a sense of proportion. The 
frequency of strikes is normally closely correlated with general 
business conditions on the one hand, and with the state of union 
development on the other. Strikes are usually at a maximum 
when a general business upswing, an increase in the cost of living 
and an inner growth of union organization coincide, and they 
are usually at a minimum when a general business depression 
coincides with a low state of morale or with crises in union 
organization. 
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Thus in the period 1927-41, for which data are available on the 
number of man-days idle on account of strikes, the strike maxi- 
mum fell not in the years 1934-35, when in spite of a general 
business recovery and a perceptible rise in living costs union 
organization was still making comparatively little headway, but in 
1937 when, coincidental with the crest of industrial recovery, the 
huge wave of organization of mass industries set in; the number of 
man-days idle on account of labor conflicts was 28.4 million in 
1937, as compared with 19.6 and 15.5 million in 1934 and 1935 
respectively. Conversely, the strike minimum (3.3 million man- 
days idle) was reached in 1930, when the first impact of the great 
depression coincided with a very low state of organization and 
moral resistance in the unions; in 1932, when the bottom of the 
depression was touched, the labor unions, although still losing 
members, began to recover from their demoralization and to 
resist wage cuts by strikes. 

In 1941 the situation on the labor market, general business 
conditions and the pace of union development were even more 
favorable for strikes than they had been in 1937; moreover, the 
incentive for strikes created by rising costs of living was much 
greater. If the laws of the market had been in full force the strike 
figures for 1937 would have been far exceeded in 1941. Instead 
the number of man-days idle was 19 percent smaller in the latter 
year. 

If a nation were so rich in economic resources, or its enemies so 
weak, that it could afford to maintain the laws of the market 
during defense or war periods, it would be but natural that labor 
would attempt to profit from an armament boom by resorting to 
strikes or strike threats in order to improve its bargaining position. 
To be sure, the situation on the labor market would lead to wage 
increases even without union action; but these increases would be 
more or less confined to a few skilled occupations where there 
would be a perceptible scarcity of labor. Entrepreneurial income, 
on the other hand, would rise considerably and automatically with 
the full use of productive capacities and with soaring prices. The 
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unrestricted use of labor’s bargaining power, with all that it 
involves in strike activities, would appear to be the legitimate 
method at labor’s disposal for participating fully in the rising 
trend of productivity and prices; and under our assumption this 
method would not interfere with the war effort. 

But as soon as full employment has been attained in regard 
to those productive resources that are usable for war production, 
and some productive factors have become scarce, any interruption 
of work in direct or indirect war industries hampers the war 
effort. The question remains to be examined, though, how serious 
are the effects of strikes on war production, compared with other 
avoidable causes of work interruptions. The average newspaper 
reader may have inferred from the space in frontpages and head- 
lines devoted to strikes in 1941 that the defense effort was seriously 
impaired by labor conflicts. He may even have been led to the 
conclusion that democratic countries are gravely handicapped in 
a war against dictatorial countries, mainly on the ground that 
strikes are permitted in the former and prohibited in the latter. 
Actually the loss in total industrial production, measured by man- 
days idle on account of labor conflicts, was in 1941 one-third of one 
percent. In defense industries the percentage may have been 
somewhat higher, and in a few instances strikes in bottleneck 
situations may have had an additional adverse effect. The fact 
remains that the material loss in defense production inflicted by 
labor disputes counted very little compared with other retarding 
factors. 

Only one of these factors will be mentioned here, one that 
bears a certain resemblance to the effects of labor conflicts on 
production. Everyone familiar with health statistics knows that 
man-day losses caused by accidents and illness are out of all propor- 
tion to those caused by labor diputes. For the year 1941, for in- 
stance, it has been officially estimated that the number of man-days 
lost among industrial workers on account of illness and accidents 
was no less than 350 million, or fifteen times the number of man- 
days idle on account of labor conflicts in the same year. But the 
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frequency of illness and accidents, no less than that of strikes, 
depends to a large extent on socially controllable conditions. 
Rigorous industrial safety and sanitary laws and their strict 
enforcement, public and industrial health services, as well as a 
comprehensive health insurance system would do incomparably 
more to reduce socially avoidable man-day losses than even an 
absolute prohibition of strikes could do. 

Only two out of many examples may be mentioned to show that 
anything done in the field of health preservation has much more 
effect on national production than the most successful non-strike 
policy. The British Medical Association, in a recent report on 
health services in industry, stated that companies with an average 
yearly loss through illness of 10 days for men and 1214 days for 
women found that when medical service was made available the 
loss. was reduced to between 3.71 and 5.25 days for men and to 
between 4.5 and 7.9 days for women. The National Association 
of Manufacturers, which made a similar survey in this country, 
found on the basis of reports from 234 companies that in 1941 
absenteeism was reduced 29.7 percent as a result of industrial 
health services.? 

But although from a rational point of view labor conflicts are 
commensurable with accidents and illness, from the point of view 
of public ethics and public opinion they are not. The avoidance 
of strikes in defense plants is rightly regarded by public opinion 
as a criterion for the adaptation of industrial relations to the 
necessities of war. 

While it is true that the rapid increase in strikes in the first half 
of 1941 was followed by a substantial decline from September 
1941 on, and that since Pearl Harbor strikes have been reduced 
not to zero but to frequency figures usually encountered in quiet 
periods,* there has been no abrupt, inorganic change in the atti- 
tude of labor as a result of Japan’s attack. In fact, the strike curve 


*“Workers’ Health and War Production,” in Medical Care (April 1942). 
*The monthly average of man-days idle on account of strikes declined from 
2,358,000 in the first half of 1941 to 1,644,000 in the period July 1 to December 7, 
1941, and fell to 416,000 in the period December 8, 1941, to March 31, 1942. 
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has had a shape similar to that of the adaptation of the whole econ- 
omy to war necessities. It reflects the fact that American economy 
in 1941 was geared to a record output not for war but for civilian 
needs, and only slowly began to adapt itself to war needs in the 
last few months before Pearl Harbor. The pace of adaptation 
of industrial relations to defense needs was slow not only as far 
as labor was concerned but also as far as government and manage- 
ment were concerned. 

To begin with government, the National Defense Mediation 
Board was not organized until March 1941; naturally it took time 
to establish a proper procedure and administrative machinery, 
and the practice of the Board suffered from certain inconsistencies 
that were not overcome before the War Labor Board was formed. 
The National Defense Mediation Board especially failed to pursue 
a consistent policy with regard to problems of the closed shop. It 
did not succeed in establishing a set of rules for granting or refus- 
ing the closed shop, but persisted in handling each case according 
to its merits, with the deplorable result that, for instance, in the 
Kearny shipyard case, where the Board granted the maintenance- 
of-membership clause, the employer refused to accept the award, 
and strike and military seizure ensued, while in the captive mine 
case, where 95 percent of the workers were already union members, 
the closed shop was refused, and strike and disruption of the Board 
ensued. 

It was pointed out above that the adaptation process which 
labor has had to undergo has been mainly a process of maturing. 
An analysis of those defense strikes for which labor was responsible 
would reveal that a large proportion of the conflicts resulted from 
union rivalries, jurisdictional disputes and the inexperience of 
newly organized workers’ groups. It is significant that a large 
number of defense strikes occurred in plants which had but 
recently begun operations or had expanded their production on a 
large scale. When thousands of workers are hired by one plant 
within a few months, workers with very heterogeneous composi- 
tion as to race, education, skill and union experience, it is clear 
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that union discipline and spirit, faithful adherence to contracts 
and wise moderation in demands can be acquired but slowly. 

Employers, finally, have had to go through a process of adapta- 
tion similar to that required by workers. It may be safe to venture 
the theory that, generally speaking, workers have those employers 
whom they deserve. There is obviously a close interrelationship 
between the behavior of employers and the degree of maturity 
of labor unions. American employers are generally held to be 
especially rugged individualists and more fanatically opposed to 
labor unions than those of any other country. There is certainly 
much truth in this widespread opinion. But it has turned out that 
the same giant concerns in the steel and automobile industries 
which for decades—as long as unions lacked strength and maturity 
—had been bent on crushing any attempt of union organization 
in their plants, have learned amazingly quickly to deal with 
unions, to accept unionism and even the closed shop, once they 
recognized that the unions had become strong enough to win 
over the bulk of the workers organizationally and morally. 

There was much of the old anti-union spirit rampant among 
employers during the national defense period. Some of the 
largest labor conflicts of that period can undebatably be attributed 
to this attitude, especially the great strikes in the coal mining 
industry. ‘There was particularly an implacable opposition to the 
demands of unions for some kind of closed shop. The largest 
and most embittered and protracted defense strikes centered 
around this issue, such as the Allis-Chalmers strike, which involved 
7,500 workers and lasted eleven weeks, the strike against the 
shipbuilding subsidiary of the U. S. Steel Corporation in Kearny, 
which involved over 15,000 workers, and the great conflict in the 
captive coal mines. 

Yet although at the employer-union conference that was called 
by President Roosevelt in December 1941 the two parties, even 
under the fresh impression of Pearl Harbor, failed to arrive at an 
agreement on the closed shop issue, the adaptation process on the 
part of management to the growing strength of the union move- 
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ment has been going on rapidly. It should not be overlooked that 
the employers’ objective interests in the closed shop issue vary 
with the degree and the solidity of union organization. As long 
as union organizations are weak and unstable, as long as there 
are competing unions, employers may find it advantageous to 
play non-union against union workers, or workers of one union 
against those of another union, or to foster company unions. This 
game may be worth the price of unstable labor relations which 
they have to pay. But once unions have firmly entrenched them- 
selves in an industry and overcome their growing pains of organiza- ( 
tional instability and inter-union rivalries, the employer can no 
longer hope to draw much profit from an open shop, and has an 
objective interest in having all his employees subjected to a strict ( 
union discipline. Since a strong union will force the employer 
to conclude an agreement anyway, whether there is an open or 





a closed shop, it is in the employer’s interest to have the union act | 
as an enforcing agency with regard to the contract, an agency j 
whose authority is extended to all workers. Public opinion was € 
amazed when it learned that Ford, after the union had won the 3 
NLRB election, not only concluded an agreement but acceded \ 
to the closed shop without any fight; yet from the point of view t 
of a rational entrepreneur Ford’s behavior was thoroughly con- i 
sistent. e ] 
It appears, therefore, that the War Labor Board, by quietly t 
correcting the inconsistencies in the practice of the National tl 
Defense Mediation Board and establishing the rule that a certain v 
degree of union security shall be granted in cases in which union it 
control over the workers of a plant is strong and uncontested, 4 
has not forced upon employers and workers a new system of com- r: 
pulsory union membership. It has merely legalized a development tl 
that has slowly matured in the history of labor relations, a develop- 
ment that has proceeded without any government interference u 
unless that term be applied to the institution of sole bargaining ay 
representative that has been established by the National Labor al 


Relations Act. cc 








= PwvTeFTwe = wAralhlUCrUrlC( PRhSllCUrhLrllhltCOMSS 











LABOR UNIONS AND THE WAR 307 


IV 

Labor relations in a war economy are no private business matter. 
Every detail in labor agreements and arrangements in each of the 
thousands of war plants ultimately affects the total output of 
war matériel. The responsibility of labor and of its organizations, 
their understanding of the issues at stake in the war, their assiduity 
and ingenuity, determine the course and result of the war no 
less than do the qualities of the soldiers. Here again the maturity 
of labor organizations in democratic countries stands against brutal 
dictate and blind obedience in dictatorial countries. The main 
problems that labor, management and government have to face, 
in cooperation with one another, are those of the intensity and 
duration of work, the organization of manpower and the organiza- 
tion of war production. 

The labor movement from its inception fought steadily and 
persistently for a reduction in working hours and for a moderation 
in the intensity of work. From the beginning of the national 
emergency it has had to reverse this policy. Such a sudden turn- 
about is not easy; to abandon a century-old principle is not simple. 
Yet there are no indications that any difficulties have arisen on 
this score. There has been an impressive increase in weekly work- 
ing hours in war industries. In the period March 1940 to March 
1942 the average number of hours worked per week rose from 38.3 
to 44.7 in all durable goods industries. In typical war industries 
the increase was more pronounced. In the machine tool industry 
weekly working hours rose from 36.4 to 54.6, in the shipbuilding 
industry from 39 to 48.4, in the locomotive industry from 36.3 to 
49.1; in the aircraft and similar industries, which had already been 
rapidly expanding before the national defense program started, 
there was less latitude for further increase in working hours. 

Moreover, it should be kept in mind that the number of sched- 
uled working hours is substantially higher than the number of 
average weekly hours actually worked. Averages of weekly hours 
are statistically depressed by absenteeism, which generally reaches 
comparatively high figures in war industries. An average absentee 
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rate of 10 percent, for instance, would mean that the number of 
scheduled weekly hours in the machine tool industry is 60.7, in 
the shipbuilding industry 53.8. 

It has frequently been contended, especially in the daily press, 
that the insistence of the labor organizations on the maintenance 
of the 40-hour law, with its overtime provisions, has been detri- 
mental to the war effort, on the ground that marginal producers 
are prevented by those provisions from extending the number 
of weekly work hours over 40. Even in a market economy, how- 
ever, cost rises caused by extra pay for overtime affect demand 
only to the extent that expenditures for overtime pay exceed the 
decline in overhead costs which results from the fuller use of plant 
capacities. Since the demand for war implements is not deter- 
mined by the laws of the market, cost increases resulting from 
overtime pay have no bearing at all on war demand. And in the 
present situation extra pay for overtime not only fails to affect 
demand adversely but is likely to affect favorably the supply of 
labor: a system of wage incentives which raises by 50 percent all 
wage rates for work exceeding a moderate standard week is bound 
to reduce absenteeism, which in periods of intense work with 
prolonged working hours sets a conspicuous limit to output. 

Another argument that has been brought forth against over- 
time pay is directed against the additional purchasing power 
created by overtime wages. It is perfectly true that in a planned 
war economy workers in war industries cannot be permitted to 
profit from their favorable market position by pressing for wages 
that would increase the dangers of inflation. Moreover, if free 
play were given to this pressure, workers in war industries would 
be able to maintain or increase their real wages, whether the dams 
against inflation stood or not, but the real incomes of those persons 
employed in non-war industries would shrink to a tiny fraction 
of their former value, since the proportion of the national income 
available for civilian consumption is progressively declining and 
the ratio of workers employed in war industries to all workers is 
rapidly and steadily rising. 
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This consideration limits the wage rates that can be reasonably 
granted to workers in war industries, but it does not militate 
against a policy of wage incentives to this category of workers. 
Certain incentives are needed to induce workers of the same or 
similar skills to shift from non-war to war jobs. First of all, as 
long as workers are fairly well employed in their own industry 
they do not relish the idea of shifting to another industry in which 
employment opportunities may end from one day to the next. 
In many instances, moreover, the shift would involve moving from 
one town to another, separating from the family or transplanting 
it. There may be severe housing problems in war boom towns. 
And, in any event, workers in war industries have to submit to 
the immense strain caused by very intense work and by extended 
working hours. Hence some wage differentials between war 
workers and non-war workers must be conceded that will induce 
workers to shift from non-war to war industries or to prefer work 
in war industries to work in non-war industries. The higher wage 
rate for overtime, which applies much more frequently in war 
industries than in non-war industries, is from the viewpoint of 
maximum war production the most effective of these incentives, 
since it induces workers to agree to extended working hours and 
tends to reduce absenteeism. 

It is obvious, however, that the manpower problems of the war 
cannot be solved by material incentives alone. The gigantic 
problems of training millions of workers in new occupations, of 
shifting millions of workers from non-war industries to war 
industries, of organizing and canalizing the migration of workers, 
of preventing non-essential employers from enticing workers away 
from essential war jobs, cannot be solved by market incentives 
alone, such as wage differentials and growing unemployment in 
non-war industries. Thus the problem arises whether workers 
should be forced by government dictate to shift from non-war 
to war industries and to stay on their war jobs, or whether intelli- 
gent planning and voluntary cooperation among government, 
management and labor can take the place of compulsion. 
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In dictatorial countries, in which the autonomous labor organ- 
izations have been destroyed, there can, of course, be no voluntary 
cooperation on the part of labor. Virtually the entire manpower 
organization is therefore based on compulsion. Such a system 
certainly simplifies many problems and reduces friction; but it is 
an old truth that compulsory labor cannot compete in intensity 
and quality with free labor. 

It is true that even democratic Great Britain could not entirely 
avoid a measure of compulsion for the solution of the manpower 
problem. But there the labor unions cooperate with the govern- 
ment so extensively, and their and the workers’ share in the 
organization of war production is so great, that the unfavorable 
effects of compulsion are largely offset. 

In this country the entire manpower organization has so far 
been based on voluntary cooperation among government, labor 
organizations and management, with apparently not unfavorable 
results. It may be admitted that the real test has not yet come. 
What has so far been tested and proved workable is the entirely 
voluntary cooperation of all parties, without any open or concealed 
pressure. But labor has not yet been called upon to make great 
sacrifices in accepting, and staying on, war jobs; nor have labor 
unions as yet been placed before delicate situations in which 
they might have to apply a certain pressure to induce workers 
to shift to war jobs; nor is the Federal Employment Service known 
to have applied any pressure on workers, which in turn would 
place labor organizations in a difficult position. Problems of this 
kind may still arise with the progress of the transformation process 
to full war production. In the meantime labor organizations will 
have acquired much practice in cooperation in manpower prob- 


lems. 


Vv 


The problems of war economy culminate in tnose involved in the 
organization of the production of war implements. In democratic 
countries with free enterprise no organization of war production 
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would be accepted which would transform entrepreneurs into 
government officials who have but to execute the orders given 
them by their superiors. War economy cannot afford, on the 
other hand, to let the market mechanism take care completely of 
such huge organizational problems as that of converting large 
civilian industries into war industries. There is not enough time 
to wait passively until the market mechanism has done its work, 
nor can a country in wartime acquiesce in such huge profits as 
would be needed to have the market mechanism function 
properly. Hence an intermediate solution must be found which 
leaves to manufacturers their entrepreneurial function, but only 
within the framework of a government policy of rapid organiza- 
tion, reorganization or conversion of production, with the view of 
attaining maximum war production. 

That such a solution has its drawbacks is obvious. The entre- 
preneur’s long-range profit interests do not always coincide with 
the goal of maximum war production. To overcome this obstacle 
the government may either employ a huge bureaucracy to police 
the industry, or depend upon the cooperation of labor unions in 
all those instances in which they are able to act as intermediaries 
between the interests of the community and of the employers. 
Here again the contrast between dictatorial and democratic coun- 
tries is striking. Whereas in Germany a gigantic bureaucratic 
machinery has been built up to police industry, Great Britain and 
the United States still content themselves with rudiments of 
economic bureaucracy, relying upon the voluntary cooperation of 
autonomous trade and labor organizations. 

The advantages of the democratic system of war production are 
conspicuous. Workers are much closer to, and have a more 
intimate knowledge of, production problems in their own plants 
and industries than controlling government officials. Also they 
have, without being influenced themselves by profit considera- 
tions, an understanding for the interests of management, with 
which they after all remain permanently connected. It is true 
that in a number of instances their own economic interests may 
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also be adversely affected by the efforts toward maximum war 
production, especially in instances of conversion of industries and 
restriction of civilian production and transportation. These in- 
stances are test cases for the maturity and responsibility of labor 
unions. Only well disciplined labor organizations under intelli- 
gent, responsible and far-sighted leaders will stand the test and 
fulfil the conditions under which a system of democratic control 
of production will satisfactorily work. 

Not all unions have stood the test. There have been several 
instances of opposition, on the part of labor unions, to war con- 
versions and restrictions. The outstanding fact is, however, that 
the leading unions have been aware of the importance of their 
new function in the framework of war economy from the outset, 
before any attempt was made to solicit their cooperation. A 
number of constructive proposals for the expansion of war pro- 
duction have been made by labor unions, the most popular of 
them being the so-called Reuther plan. As early as December 1940 
Walter P. Reuther, an officer of the Automobile Workers Union, 
presented a plan for the development of gigantic aircraft pro- 
duction by the automobile industry under joint government, 
management and labor control. The plan evidently had certain 
weaknesses, especially in its estimate of the dimensions of possible 
aircraft production, but it had vision and courage and helped to 
create the atmosphere in which the government a year later could 
organize the complete conversion of the automobile industry to 
war production. 

Parallel with the Reuther plan, the CIO proposed the estab- 
lishment of industry councils in all defense industries, joint 
government-management-labor committees which were to be 
charged with control over their respective industries, with the aim 
of attaining maximum production. The Steel Workers Organiz- 
ing Committee simultaneously presented a plan which made a 
number of suggestions on how to use idle capacities in the steel 
industry and to expand production facilities. 

Since Pearl Harbor much has been done to get over the blue- 
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print stage and to secure an effective and intense cooperation of 
labor. Following, and partly preceding, an appeal by Donald M. 
Nelson, joint management-labor committees have been set up in 
numerous plants, with the function of making suggestions on 
technical devices to increase output and to decrease wastage of 
materials and time. 

VI 

It should be a matter of serious concern that the labor unions, 
during the period of growth in their functions and responsibilities, 
have had to cope with a wave of bitter criticism and hostile 
feeling, especially in the press and in Congress. Labor has been 
blamed for its communists and its isolationists, for racketeering 
in the ranks of unions, for the defense strikes, for its insistence 
upon the closed shop, for abuse of monopolistic market positions 
in wage questions, for stubbornness in sticking to the overtime 
law. Some of these accusations are unwarranted; others contain 
some truth but fail to take into account certain relevant con- 
siderations, such as the fact that all groups and classes have had to 
undergo a process of adaptation to the war, and the historic 
peculiarities of the development of labor organizations in this 
country, peculiarities that cannot be swept away from one day to 
the next. 

Basically, however, the hostile atmosphere can be traced to a 
lack of understanding of the fundamental functions of labor 
unions within the body politic of a modern democratic country. 
This paper has attempted to show that war in a democracy cannot 
be waged and organized without the existence and cooperation 
of strong and responsible labor unions. Because of this fact 
criticism is warranted where labor unions face war problems in 
a state of organizational weakness, or where they are torn by dis- 
sensions, rivalries or jurisdictional disputes, or where their leaders 
lack responsibility or integrity. Criticism directed against weak- 
nesses of this kind is constructive. This cannot be said, however, 
of criticism directed against the efforts of labor unions to develop 
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and consolidate their organizations, or against the efforts of legis- 
lation and administration to help labor achieve this goal. 

Much of the adverse reaction to labor’s shortcomings, to be 
sure, is traceable to an apprehension lest labor become too strong 
for the preservation of the present equilibrium of social forces. 
Be this as it may, social equilibrium is not a stationary entity. 
Steady shifts in equilibrium are unavoidable in a democratic 
society and must be coped with, particularly when a nation is 
bent upon mobilizing all its forces and energies to wage and win 
a war. Moreover, a social equilibrium based on strong and stable 
labor unions appears to be the one best equipped to solve not only 
the problems raised by the war, but also those that can be ex- 
pected in the postwar period. 


(New York City) 
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HEADS OF RUSSIAN FACTORIES! 


A Sociological Study 


BY SOLOMON M. SCHWARZ 


From what environment are the heads of Russian factories 
drawn? How is their rise to such positions effected? What is their 
social standing, their relations with government officials and 
organizations? And above all, do they form a particular social 
stratum? Such questions have especial significance with regard 
to the Soviet Union. 


I 


The beginning of the development is probably familiar. When 
the Civil War ended in 1921, and industry began to be reestab- 
lished, the state did not have at its disposal the necessary number 
of persons who possessed both the confidence of the government 
and the special education and experience requisite for the direc- 
tion of industrial enterprises. Thus there developed a system 
under which factory management was entrusted to a party repre- 
sentative (khozyastvennik, ‘‘economist’’) who acted as director with 
the assistance of a “technical director.” The situation was further 
complicated by the relations between the party director and the | 
Communist Party and trade unions, but this aspect may be ignored | 
for the moment. | 
The party director, who exercised most of the managerial func- 
tions, was often a former worker who had played an active role 
in the local labor movement since the beginning of the Revolu- 
tion or even before, perhaps in the very factory where he now 
acted as manager. Only rarely had he been a leading member of 
the local organization, for at this time the former leaders had 


*This article has been prepared in connection with the Graduate Faculty Re- 
search Project on “Social and Economic Controls in Germany and Russia.” 
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already assumed higher offices in the economic, political or mili- 
tary administration. Thus the management of factories became 
the task of the former corporals of the labor movement. But for 
the most part they were men of the same general character: 
strenuous, cocksure, hard, somewhat disdainful of the “romantics 
of the Revolution” and ready to sacrifice the closest interests of 
the workers for the sake of the factory, the “economy,” the “‘state.” 

The technical director, often an engineer with considerable 
experience, served as a subordinate assistant, limited in his rights 
in the factory and frequently, for political reasons, tacitly con- 
sidered not wholly reliable. But though these technicians may 
have been alien to the new political system, they were frequently 
men whose interest in the job at hand outweighed everything else. 
They felt that they were taking an active part in the economic 
reestablishment of the country, that they were the creative force 
in industrial recovery. This conviction softened the anti-bolshe- 
vism that many of them had felt, and gave them a strong conviction 
of the dignity of labor. 

Until industry could be restored to its pre-revolutionary level 
the system of dual control was fairly acceptable. But its dis- 
advantages were certainly recognized, and a trend toward the 
establishment of ‘‘one-man_ power” in the factories began early. 
“As order began to be attained in economic life and the grandiose 
plans for industrialization began to take shape, the need for a 
reform of industrial management became increasingly clear in 
government circles. Thus in 1928 began far-reaching changes 
regarding the personnel of factory administration, changes that 
depended partly and for the first time on methods that later 
became familiar: purge, terrorization, political trials. 

Early in 1928 the “wrecker” activities of the engineers of the 
Shakhty coal mines (in the Donets coal fields) stood in the fore- 
front of public interest, and led to the so-called Shakhty trial? in 

















* This trial lasted from May 18 to July 5, 1928, and led to the conviction of 47 
defendants, almost all of them engineers, many in high positions; 11 were con- 
demned to death and 5 were actually executed, 
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Moscow, the first great “wrecker” trial in the Soviet Union. 
Among the many engineers who were accused of “wrecking” 
activities during the next few years, it is of course possible that 
there were some who were guilty. But instances of deliberate 
sabotage were undoubtedly rare, and “wrecking” as a mass 
phenomenon, indulged in by large numbers of engineers—the 
picture that was officially accepted during the early years of the 
first Five-Year Plan—certainly did not exist in the world of 
realities. 

In fact, it was soon recognized that it was necessary to curb 
this hostility toward the “old” engineers. Stalin himself, in his 
speech of June 23, 1931, in which he formulated the “six con- 
ditions necessary for our industrial development,’ made the 
following declaration: “During the height of the wrecking move- 
ment we adopted smashing tactics toward the old technical 
intelligentsia; now, when these intellectuals are turning toward 
the Soviet power, our policy toward them must be one of con- 
ciliation and solicitude. It would be wrong and dialectically 
incorrect to continue our former policy when conditions have 
changed. It would now be foolish and unwise to regard almost 
every expert and engineer of the old school as an undetected 
criminal and wrecker.”* This “now” is by no means accidental. 
Until yesterday practically every engineer of the “old school” had 
been in constant danger of being regarded as an “undetected 
criminal.” 

Meanwhile the problem of providing specific training for indus- 
trial management had taken shape. It had first been formulated 
on April 11, 1928, in the plenary session of the Central Committee 
and the Central Control Commission of the Communist Party of 
the Soviet Union. At this time Rykov submitted a report on the 
Shakhty affair and “the practical tasks in the combating of errors 
in economic reconstruction.” After hearing this report the plenary 
session declared: “‘From the example of the Donets coal fields it is 


8 J. Stalin, Voprosy leninizma, 11th ed. (Moscow 1939) p. 344, tr. into English as 
Leninism (New York 1933) p. 440. 
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evident that in many enterprises the role of the director has been 
that of a bad commissar . . . Under the present conditions it is 
especially intolerable that the khozyastvenniki lack knowledge of 
the productional-technical side of enterprises, that they are often 
transferred from one kind of work to another, that they are over- 
burdened with tasks utterly alien to the job of production (reports, 
lectures, trips to the center), that furthermore various conditions 
turn them from economic leaders into commissars, and bad com- 
missars at that—into people who are incapable of assuming genuine 
responsibility for the work entrusted to them” (Pravda, April 12, 
1928). It was still not regarded as generally necessary to replace 
these men with new ones. Though “particular attention” was 
to be given to training “new staffs of Red specialists’ emphasis 
was primarily on the idea that it was necessary to develop “a 
large body of engineers and technicians into active and conscious 
collaborators in the socialist construction.” 

But this was only the beginning. Three months later, in 
another decision of the plenary session of the Central Committee 
regarding “improvement in the training of new specialists” 
(Pravda, July 13, 1928), sharper notes were already discernible. 
This time it was not the “appeaser” Rykov, but Molotov, who 
delivered the report, and the emphasis was now on the training— 
and the accelerated training—of new specialists, primarily of pro- 
letarian origin, who would have undivided responsibility for plant 
management. For this purpose the period of study in the engineer- 
ing colleges and technical schools was shortened and a far-reach- 
ing specialization of study decided upon: a number of engineering 
colleges were removed from the authority of the People’s Com- 
missariat for Education and placed under that of the Supreme 
Council of National Economy or of the People’s Commissariat 
for Transportation. It was decided to strengthen the ‘workers’ 
nucleus” in the engineering colleges and the technica] schools to a 
minimum of 65 percent of new applicants. The party nucleus 
in the engineering colleges was also to be strengthened, by com- 
missioning annually, for engineering studies, at least 1,000 Com- 
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munists with good experience in the field of party, soviet or trade 
union activity.‘ 

In November 1929 the training of industrial managers was 
described by the Central Committee as at that time “the most 
important task of the party,” and in the next few years it was 
strongly developed. The number of engineering colleges with an 
abbreviated period of study (three years) was increased consider- 
ably, and the nucleus of workers among new students was raised. 
The number of Communists to be commissioned for engineering 
studies was increased from 1,000 to 2,000 and then, for the year 
1930-31, to 3,000, while the Communist Youth Federation was 
instructed to prepare 5,000 annually for training in engineering 
colleges and the technical schools. Also, a number of measures 
were adopted in order to raise the general level of education, 
especially technical education, among industrial workers, and thus 
to facilitate their promotion to managerial positions.* 

Along with the education of new specialists the technical train- 
ing of old party directors was declared one of the most important 
tasks. For this purpose the factory directors were granted, in 
addition to their regular annual vacations, a special leave of 
absence of one and a half to two months, “for the improvement 
of their theoretical qualifications” (Pravda, September 7, 1928). 
And further regulations were intended to make it possible for 
these men to acquire higher technical training without giving up 
their work in the factories, through tuition by correspondence, 
officially organized private teaching, special courses and other such 


arrangements. 


*These decisions of the Communist central organs formed the content of the 
decrees of the Presidium of the Central Executive Committee and of the Council of 
People’s Commissars, July 27, 1928 (Izvestia, July 28, 1928) and August 29, 1928 
(ibid., September 15, 1928), and of the decree of the Council of People’s Commis- 
sars, July 3, 1929 (ibid., July 12, 1929). 

* Decree of the Central Executive Committee and of the Council of People’s 
Commissars, January 13, 1930 (Jzwestia, January 22, 25, 26, 1930), and decree of 
the Council of People’s Commissars, June 21, 1930 (Sobraniie Zakonov i Raspori- 
azheniy Pravitel’stva SSSR—“Collection of the laws and ordinances of the govern- 
ment of the USSR”—1930, pp. 521-22). 
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The principles of the cadre policy, first formulated in 1928-29, 
remained almost unchanged till the middle of the 30’s. To be 
sure, they were relaxed in some degree by the decision of the 
Central Committee on October 20, 1930, regarding “measures 
for the planned supply of manpower to the national economy 
and for combating the fluctuation of labor” (Pravda, October 22, 
1930), under which the promotion of workers into administrative 
positions was forbidden for two years. But this decision was 
dictated by conditions in the labor market rather than by a 
reconsideration of the cadre policy: the rapid growth of industry 
had led to a serious shortage of qualified hands, and thus the 
transfer of workers from manual work into general administration 
was halted. Moreover, the promotion of workers within an indus- 
try, and especially within an enterprise, was not prohibited. On 
the whole the decision of October 20 was only a forerunner of a 
policy that came some years later. 

But the broader educational policies laid down in 1928-29 were 
greatly modified in 1932, though the sociological effect of this 
change became clear only later. In the decree of the Central 
Executive Committee of the USSR on September 19, 1932 
(Izvestia, September 20, 1932) it was openly acknowledged that 
the system of accelerated education of engineers and technicians 
had failed, that the enthusiasm for great numbers of engineering 
colleges and technical schools and for hundreds of thousands of 
students, and the extreme specialization of education had lowered 
the level of technical training. Thus orders were issued to lengthen 
the period of education, to revise the curricula and to introduce a 
general system of strict examinations for the admission of new 
students. This last measure indirectly limited the influx of manual 
workers (and their children) into colleges and technical schools. 
In that section of the decree devoted to “recruiting for the 
engineering colleges and technical schools” there was this time 
no mention of a “workers’ nucleus.” The previous regulations 
in this regard were not formally revoked, but they were tacitly 
pushed into the background, and little by little forgotten. 
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There is no doubt, however, that by the early 1930’s the cadre 
policy, as introduced in 1928-29, had greatly influenced the com- 
position of industrial management, particularly in the leading 
factories. The old “technical intelligentsia’’* had lost its standing, 
and the actual direction of industrial enterprises had fallen to the 
Communist khozyastvenniki, who had but an abbreviated tech- 
nical education. And increasing numbers of “Red specialists” 
were being advanced to leading positions. For the most part thesé 
were not young persons who had gone directly from the high 
school or technical school to the engineéring college; most of 
them were men who already had a record of years of work and 
struggle when they entered the colleges for a short period of 
training. Like the Communist khozyastvenniki, whom they were 
replacing, they did not, as a rule, regard themselves simply as 
technicians but considered their present technical work a con- 
tinuation of their previous activity, influenced chiefly by social 
and political motives. Of course their social and political ideas 
had changed considerably since the beginning of the Revolution. 
The fact remains, however, that the first years of the Revolution 
represented to them not merely history, but their own not-so-dis- 
tant past. 

These developments are evident in the accompanying figures’ 


on the number of new admissions into engineering colleges and 


*The average age of this group was lower than might be assumed. Even at 
the beginning of this period the engineers and technicians, graduate and “prac- 
tical” (that is, without a complete and special education), who had begun their 
activity before the Revolution, composed only a minority of the total number of 
engineers and technicians employed in Soviet industry. In January 1929 the Cen- 
tral Statistical Administration, in collaboration with the Supreme Council of 
National Economy, conducted an inquiry in 25 of the greatest industrial plants 
(those employing more than 300,000 workers) and in several industrial adminis- 
trative bodies. Of the 8,995 engineers and technicians covered by the inquiry 
only 30.7 percent began their activity before 1918 (in the industrial plants 
only 28.9 percent of 6,006). Of 3,446 graduate engineers only 34.7 percent, and 
of 1,487 graduate technicians only 34.2 percent, were graduated before 1917. See 
§. Kheinman, “Kharacteristikie sostava in zhenerno-tekhnicheskikh kadrov SSSR” 
(“The composition of the cadres of engineers and technicians in the USSR”) in 
Economicheskoie Obozreniie (“Economic review”), (December 1929) pp. 102 ff. 
‘From Kul’turnoie Stroitel’stvo SSSR (“Cultural construction in the USSR”), 
edited by the Central Statistical Administration (Moscow 1940) pp. 111-12. 
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technical schools* for training in industry (including building), 
transportation and postal service. Data pertaining only to the 
number of students admitted for training in industry (including 
building) are unfortunately not available for the years before 
1932, but their probable trend can be estimated from the totals for 
those years. 


ENGINEERING COLLEGES ‘TECHNICAL SCHOOLS 
Total Industry Total Industry 


1928 16,800 17,700 
1929 22,900 25,100 
1930 78,400 165,900 
1931 88,600 126,300 
1932 114,500 93,300 177,800 124,000 
1933 55,600 43,700 108,600 77,600 
1934 53,300 42,600 99,300 70,800 
1935 49,100 39,000 91,000 65,700 
1936 34,600 26,500 79,000 58,800 
1937 41,000 31,800 78,200 58,100 
1938 54,200 43,500 93,100 69,200 
\ Wdo 0 4) ,20 0 


The import of these figures may be better appreciated if it is 
remembered that in 1927-28, immediately before the beginning 
of the policy of five-year plans, only 20,200 engineers were 
employed in the whole of Soviet industry.® It is true that most 
of these newly admitted students left after one or two years of 
study, and never finished their education: during the years of the 
first Five-Year Plan, 1929-32,'° of the 304,400 newly admitted to 
the engineering colleges only 67,000 were graduated, and of the 
495,100 new admissions to the technical schools only 98,600 were 
graduated; for the decade 1928-37 the corresponding figures for 
the engineering colleges were 554,800 and 211,000, and those for 

*In the Soviet Union a “technicum,” in this paper called “technical school,” is 
any vocational intermediate school, whether or not it has anything to do with 
technology in the strict sense; thus there are technical schools devoted to train- 


ing in medicine, pedagogy, art and the like, as well as those concerned with tech- 
nological education. 

* Piatiletnii plan narodnogo khoziaistva SSSR (‘The five-year plan for the national 
economy of the USSR”), 2nd ed. (Moscow 1929) vol. 1, p. 76. 

1° The period of the first Five-Year Plan began on October 1, 1928, and was to 
have ended on September 30, 1933, but was later declared finished on December 
$1, 1932. 
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the technical schools 968,900 and 318,600 respectively. But for 
most students even the mere admittance to higher education was 
the beginning of social advancement. After 1932, when the 
numbers of new admissions were no longer so tremendous, the 
figures for graduations increased. 

The accompanying figures"' on the proportion of students con- 
sisting of manual workers (and their children) reveal the changes 
effected by the cadre policy, and its subsequent modification, 
in the social composition of the schools. The percentage of 
worker students began a rapid increase in¢1928, but after 1933 
it showed an even more rapid decline. In fact, the figures for 
1938 may be regarded as on practically the same level as those for 
1928, because during those years there was a great increase in the 
percentage of manual workers among the whole population. 


1928 1931 1933 1935 1938 


Higher educational institutions 
Total 25.4% 46.6% 50.3% 45.0% 33.9% 
Industry (and building) 43.5 
Transportation and postal wali 58.5 61.9 646 59.8 48.8 
Technical schools 


Total 25.8 42.6 41.5 31.7 27.1 
Industry (and building) 1 41.0 
Transportation and postal service S05 an 62.2 a7 42.8 


Conversely, the percentage of students consisting of white collar 
employees and their children grew considerably after 1933, but 
here the figures apply principally to the “specialists” and the 
employees in the higher positions, for the white collar employees 
in medium and inferior positions were of about the same material 
and social standing as manual workers, sometimes lower. At the 
beginning of 1938, as shown above, manual workers and their 
children constituted 33.9 percent of the students of the higher 
educational institutions; at the same time the figure for peasants 
and peasants’ children was 21.6 percent, but that for white collar 


“ From Sozialisticheskoie Stroitel’stvo SSSR (‘Socialist construction in the USSR”), 
edited by the Central Statistical Administration (Moscow 1934) p. 410, (1936) p. 576, 
and Kul’turnoie Stroitel’stvo SSSR (cited above) p. 114. 
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employees and “specialists” and their children was 42.2 percent 
(the remaining 2.3 percent consisting of “‘others’). The figures 
for the higher educational institutions devoted to training for 
industry are even more significant: manual workers 43.5 percent; 
peasants 9.6 percent; white collar employees and specialists 45.4 
percent. 


II 


The middle of the 1930’s must have appeared to the factory 
directors of the time as a brilliant period. A great number of 
gigantic new industrial plants were already in operation, others 
were under construction and the immediate future promised a 
tremendous industrial expansion. The names of the directors 
of the greatest plants were among the best known in the country; 
the position of plant directors appeared brilliant, their future 
secure. 

But at the end of 1936 the situation was painfully altered. From 
the last months of 1936 until well into 1938 a radical change took 
place in the leading industrial personnel, wider and more im- 
portant than that of 1928-29. This shift cannot be explained as 
arising out of the development of industry. The replacement of 
almost all the important industrial chiefs by new men—new not 
only in the direct sense of the word but also in the sense that 
they were representatives of a social stratum now in process of 
formation—was a conscious act of policy, put into effect system- 
atically and with a decisive firmness by the supreme authority. 

This was the great “purge” that began with the Zinoviev- 
Kamenev trial in August 1936, reached its highest point in the 
Piatakov-Radek trial in January 1937, and led to the elimination 
of most of the leading officials in the state administration and the 
Communist Party. Not hundreds, but many thousands were the 
victims of this purge, which was felt from every even moderately 
important enterprise and office up to the leading positions in the 
government and the Central Committee. 

The replacement of the chiefs of industrial plants by new 
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men was only one aspect of this new social upheaval. Its broader 
aspects—its historical roots and inner motives and sociological 
importance—cannot be analyzed within the frame of this study. 
And indeed they need not be, for we are here interested in the 
way in which the “purge” operated in the industrial plants, and 
how it affected the formation of the new industrial leadership. 

The method was this time again, as in 1928-29, the social 
defamation of the stratum to be removed. But now it was prac- 
ticed with considerably greater ruthlessness than at its first wide 
application. In 1928 and the following years many of the con- 
victed “wreckers” could continue to work in the plants, though 
under special supervision, and often even the officials did not 
take the conviction seriously. But in 1936-38 the same accusation 
led to much more serious and more effective punishment. Further- 
more, the charges now were not only raised against engineers, 
as in 1928-29, but were made almost everywhere. 

Practically any pretext served as a means of transforming an 
industrial leader into a “foe,” a “‘saboteur in the service of foreign 
powers,” a “fascist agent.”” It was enough if someone merely 
affirmed that there was a “‘political character’ to mistakes in plant 
leadership. Often such accusations came from outsiders, men who 
did not even know the plant. And when they were once expressed 
no one had the courage to make even the mildest objection, even 
though it was known that the accusations had no foundation, and 
that they signified the ruin of their victim. In the course of this 
gigantic upheaval the ranking men in the industrial enterprises 
were crushed, and their replacement was carried out by means 
of methods not without influence on the new leaders that took 
their places. 

These new leaders were younger, often scarcely out of school, 
and thus they had a better and more systematic education than | 
most of the “Red specialists” that preceded them. They were more | 
interested in their profession, less interested in political problems, | 
and in their political psychology they represented a new type. | 
Most of them leaned toward authoritarian thinking: the highest 
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leadership above (Stalin and those closest to him) has to decide 
on right and wrong; what that leadership decides is incontro- 
vertible, absolute. Thus the complete devotion to Stalin. It would 
be an undue simplification to explain this devotion merely by 
the fact that the system represented by Stalin made possible the 
rise of these people. The attitude had deeper roots. Stalin was for 
them the embodiment of the economic rise and the international 
strengthening of the country. They accepted as natural the fact 
that this rise was dearly paid for, that the bulk of the toiling 
masses remained in dire want. They were educated to the idea 
that the value of a social system depends on the nationalization of 
the economy and the speed of its development: a society with a 
developed industry and without a capitalist class is ipso facto a 
classless society, and the idea of social equality belongs only to 
“petty bourgeois equalitarianism.” Their interest was not in social 
problems, but in the strong state that built up the national 
economy. 

As shown above, the influx of workers and workers’ children 
into the institutions of higher education fell off markedly after 
1933. Also, the promotion of workers into administrative positions 
was almost stopped in the second half of the 30’s. The outstanding 
workers were now protected by higher wages, bonuses and the 
like, and in their social and material position they were elevated 
high above the majority of the workers, almost to the level of the 
higher ranks of plant employees and engineers. But they were 
no longer “promoted”; they remained manual workers. More- 
over, by this time it was for only a few of these favored workers 
that the way was open to a higher education, with a prospect of 
rising later to industrial leadership. The idea of putting the 
direction of industry into the hands of people rising from the 


_ working class and bound up with labor, as it had been formulated 


at the end of the 20’s, was now lost, and the order to assure a 
workers’ nucleus in the colleges and technical schools had been 
tacitly forgotten. At the end of 1940 obstacles were even put 
in the way of workers’ children attaining a higher education. 
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Through a decree of the Presidium of the Supreme Council of 
the USSR, on October 2, 1940 (Izvestia, October 3, 1940), free 
education was abolished in the high schools (the eighth, ninth and 
terth classes of the public school) and in the higher educational 
institutions, and a fee was introduced amounting to 150 to 200 
rubles a year in the high schools, 300 to 500 rubles a year in the 
colleges. Hence a higher education became the exclusive privilege 
of those who could pay for it. The social tendency of this decree | 
is further illuminated by another issued by the same body on the 
same day, introducing the compulsory vecational education of 
boys from 14 to 17. After a training of six months (for boys of 
16 and 17, to teach them the duties of a “half-qualified” worker) 
or of two years (for boys of 14 and 15, to teach them the duties of a 
“qualified” worker) the young men are for four years tied to their 
manual vocation, and must work in the enterprises indicated to 
them by the special authority; except in these respects they work 
under the same conditions as the other workers. But this compul- 
sory vocational training (and the consequent compulsory labor) 
is not general: 800,000 to 1,000,000 boys must be “mobilized” 
each year for the vocational schools, but the students of the 
high schools (the last three classes of the public school) and of the 
higher educational institutions are tacitly exempt from this 
obligation. Thus the character of the higher education as a 
social privilege of the new higher social stratum is directly 
emphasized. The future industrial chiefs grow up from their 
very school days with a feeling of their social superiority. 

It is characteristic of recent developments that the young 
engineers are being increasingly promoted, not only in industrial 
plants but everywhere, especially in the Communist Party offices 
and in the general administration. Toward the end of the 1930's 
the newspapers published frequent reports about the election of 
engineers and technicians as secretaries of party organizations in 
the plants, and some of the rising new men even reached the 
central government. When the Soviet Constitution of December 
5, 1936, was voted, there were only 18 People’s Commissariats, 
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including 5 industrial commissariats, but during the next two 
years the number was increased, and today the People’s Com- 
missariats total 37, those for industry 21. Many of the industrial 
commissariats are led today by younger engineers, some of them 
having risen into these positions directly from the office of plant 
director. Engineers in the Soviet Union constitute today almost 
a third of the government, a phenomenon not to be observed 
anywhere else. This development serves to strengthen consider- 
ably the social consciousness of the engineers in the leading posi- 
tions in industrial plants. 


Ill 


To clarify the story of the plant directors it is necessary to show 
the changes that have occurred in the relations between the indus- 
trial chiefs and the official bodies of the Communist Party. Of 
course it is not possible to analyze here the whole problem of these 
relations. Within the limits of this article the subject can be 
discussed only so far as it throws light on the social character of 
industrial leadership. 

The relations between the plant administration and the party 
officials, especially between the plant directors and the secretaries 
of the party cells, have a long history. Since the director and the 
cell secretary represent the same interests, the economic interests 
of the state, there is no question of any conflict of interests be- 
tween them. But for many years the officers of economic admin- 
istration and the party officials represented different social types. 
This created tensions between them. Only around the middle of 
the 30’s did these tensions begin visibly to abate, and only at the 
beginning of the 40’s were they almost completely removed. 

The party director of industrial enterprises during the NEP 
period (1921-28) was briefly characterized at the beginning of this 
article. At that time the majority of the party officers were of 
another type. Mostly younger than the managers, they had joined 
the movement, as a rule, only in the years of the Revolution, re- 
ceiving their political education in the school of the Civil War, 
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and their thinking and feeling were deeply affected by those 
experiences. ‘They regarded themselves more as attackers than 
as builders. They had a vague feeling that the managers and the 
“old” specialists were somehow objectively superior to them, and 
this stimulated them to emphasize their own “proletarian” char- 
acter—real or pretended—especially since at that time it was a great 
advantage in the party to be or to have been a manual worker, 
or of “proletarian origin.” 

Asa result, the managers and the party officers often approached 
the problems of plant life in different ways. And though both 
aimed first to serve the economic interests of the state, their 
opinions about the concrete measures for accomplishing this were 
often different. The statement issued by the Central Committee 
of the party in September 1929, on “measures to regulate indus- 
trial management and to strengthen one-man management” 
(Pravda, September 7, 1929), tried to adjust these differences 
according to the experiences of the NEP period: the party cell 
was to be concerned with the execution of the “general directives” 
of the party, and was not to interfere in the “details” of the 
director’s “operative” function. For years this was the formal 
precept. But in practice it was difficult to draw the precise bound- 
ary line between the “general directives” and the “details.” It 
might be supposed that in a state consciously built up as a party 
dictatorship this uncertainty would work in favor of the party 
officials, but actually the dominant trend in the first half of the 
30’s was a strengthening of the authority of the economic officers, 
guaranteeing them a greater freedom of decision. Thus the 
position of the director as compared with that of the party cell 


grew stronger. The outcome of the development was not a more | 


intensive subordination of the economic officers to the party 
officers, but an increasing influence of industrial officers inside the 
party. The new changes that began in the middle of the 30's, 
much more complicated than may appear at first sight, ended with 
an almost complete removal of friction between industrial and 
party officials, 











330 SOCIAL RESEARCH 


The changes were prepared by changes in the party itself. 
These constitute a great and important theme, but in this article 
can be only outlined. For years the Communist Party aimed to 
be and to remain a workers’ party, as it actually was in the first 
years of the Revolution, and even attempted to guarantee its 
proletarian character by means of the party statutes (by rendering 
more difficult the enlisting of non-manual workers as party mem- 
bers). At the same time it cultivated high esteem for the old party 
membership, for those who had belonged since the first years of 
the Revolution or, particularly, from the time of the illegal 
activities before the Revolution. But the great “purge” of 1936-38 
brought a rough break with this tradition. A glance at the 
statistics of the party ‘membership will show the extent of this 
break. 

For the last decade, during which statistics of membership in 
the Communist Party have been rather scanty, the most important 
source for studying the social structure of the party is the reports 
of the Mandate Commission of the party congresses. A compari- 
son of the reports of the last two congresses—the 17th, occurring 
in January-February 1934, and the 18th, occurring in March 1939, 
that is, the one before and the one just after the great “purge”— 
reveals some interesting figures.’” 

At the 17th congress 22.6 percent of the delegates had been 
party members since before 1917, and 17.7 percent dated their 
membership from 1917; thus 40 percent had belonged to the 
party since before the time it took power. A total of 80 percent 
of the delegates had been party members since 1919 or earlier. 
But five years later, at the 18th congress, only 5 percent of the 
delegates had belonged to the party since 1917 or before (2.6 
percent from 1917, 2.4 from earlier years), and instead of 80 
percent only 14.8 percent dated their membership from 1919 or 
earlier. 

Perhaps even more impressive are the figures for the party as a 


12 The following figures are taken from the records of the 17th congress, pp. 302- 
04, and of the 18th congress, pp. 146-50. 
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whole. At the time of the 18th congress there were 1,588,852 
party members (compared with 1,872,488 at the time of the 17th 
congress, a loss of almost 300,000 members). Of the 1,588,852 
only 1.3 percent, that is, hardly more than 20,000, had belonged 
to the party from 1917 or before. At the beginning of 1918 the 
party had numbered 260,000 to 270,000 members, mostly young 
people. Even taking account of the high mortality during the 
Civil War it can be assumed that hardly fewer than 200,000 of 
these people were alive at the beginning of 1939. But only 10 
percent of them had remained in the party 

The high regard for party membership that dated from the 
heroic period was over. At the 18th congress it was particularly 
emphasized that 70 percent of the members had belonged only 
since 1929 or later, and that even of the delegates 43 percent 
belonged to this group (the comparable figure for the 17th congress 
was 2.6 percent). 

The report of the Mandate Commission of the 17th congress 
emphasized with satisfaction that 9.3 percent of the delegates were 
“workers from production,” that is, were actual, not only former, 
manual workers. This question had always been mentioned at 
the previous congresses. At the 18th congress, however, the party 
lost all interest in the matter. Even the most glorified Stak- 
hanov workers—Stakhanov, Busygin, Krivonos, Vinogradova, Lik- 
horadov, Smetanin, Mazai, Gudov—were somewhat out of place 
at this congress. All of them were now party members, and some 
were delegates, but when the congress passed to the election of 
the new Central Committee of the party, the important leading 
body of 139 persons (71 members and 68 substitutes), not one of 
the famous Stakhanov workers was elected. It was but a logical / 
development that the congress changed the statutes and eliminated 
all statutory guarantees of the proletarian character of the party. 
The Communist Party is no longer a workers’ party; to an increas- 
ing extent it has become the party of the officers of the various | 
branches of economy and administration. 

This it is no accident that the young engineers, who since 1936 
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have occupied such important positions in the industrial admin- 
istration, have come more and more into party offices, even into 
the higher positions in the party structure. And in the plants the 
party apparatus and the general administration have become more 
and more homogeneous, both socially and psychologically. The 
roots of the friction between the plant directors and the cell secre- 
taries have died out. 

At the same time the relations between the plant director and 
the cell secretary have taken on a new character. On the whole, 
the party apparatus inside the plant is today scarcely more than 
a part of the industrial administration. It has its special party 
task—that of “mass work’’—but it also has a function in the general 
administration of the plant. This function was specified—not 
only for the party cells but for the party as a whole—at the last 
party conference in February 1941. That conference, in a detailed 
statement about “the tasks of the party organizations in the field 
of industry and transportation” (Pravda, February 19, 1941), 
ordered that the committees of the party in the provinces and 
cities should have special secretaries for industry and transporta- 
tion. Their task is “to know the plants exactly, to visit them 
regularly, to be connected directly with the plant officers and the 
corresponding People’s Commissariats, to support them in ful- 
filling the party’s plans and decisions concerning industry and 
transportation, to control systematically the fulfilment of those 
decisions, to reveal the defects in the work of the plants and to aim 
at their removal.” 

This makes the provincial and city committees of the party into 
organs of industrial administration somehow ranged above the 
immediate plant administration. The party cells, their repre- 
sentatives inside the plants, are no longer concerned with caring 
for the fulfilment of ‘“‘general directives,” as decreed by the state- 
ment of September 1929, but instead they must interest them- 
selves in all “details” of the plant work and life. The party 
organization of the plant is thus enclosed in the general industrial 
administration as an auxiliary organ of the official control; in this 
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activity it is strongly subordinated to the higher party organs, 
which are at the same time superior to the administrations of the ; 
plants. ‘This arrangement serves as a substitute for the public 
control of public economy. The problem of the relations between 
the plant administration and the party bodies loses through this 
development its sociological complexity and becomes only a 
problem of administrative technique. 

This social change is far from being completed. The new social 
transformation of the Soviet Union was still in process when the 
German-Russian war began, and that confligt may bring important 
changes in the trends herein described. But a knowledge of the 
social shifts in the Soviet Union during the last few years can per- 
haps facilitate an understanding of coming developments. 


(New School Graduate Faculty Research Projects) 








WORLD OIL CONTROL, 
PAST AND FUTURE! 


An Alternative to “International Cartelizatton” 


BY FREDERICK HAUSSMANN 


InrernationaL commodity schemes may be expected to com- 
mand a great deal of attention in the postwar world.? Thus far 
discussions in that direction have been centered on products that 
were cartelized before the war, such as wheat, sugar, coffee, 
rubber, tin and other metals. Cartels of this kind, however, are 
not the only form taken by international economic collaboration. 
There have existed, for example, patent agreements for oil chem- 
istry and for rubber, manganese, tungsten and other strategic 
materials; and such agreements—publicly observed and discussed 
only since Pearl Harbor—have proved a very powerful means of 
international control by private groups. 

After this war the widening scope of public international regu- 
lations may call for new devices of control, in order that those 
problems which affect vital political and economic interests in 
both consumer and producer countries may be rationally solved. 
Since it heads the list of international key industries oil may well 
be considered a problem to be dealt with at the very beginning of 
future peace negotiations. But an adequate solution seems hardly 


1 This article presents, in condensed form, a contribution to the seminar of Profes- 
sor Hans Staudinger held in connection with the Peace Research Project of the 
Graduate Faculty. 

* See J. S. Davis, “International Commodity Agreements in the Postwar World,” in 
American Economic Review, vol. 32, no. 1, Part 2 (Supplement, March 1942) pp. 
391 ff.; John P. Young, “Problems of International Economic Policy for the United 
States,” ibid., pp. 187 ff.; L. A. Wheeler, “Agricultural Surpluses in the Postwar 
World,” in Foreign Affairs (October 1941); Hans Staudinger, “The United States and 
World Reconstruction,” in Social Research, vol. 8 (September 1941) pp. 292 ff.; Jacob 
Viner, “The International Economic Order of the Future,” in Toward International 
Order (New York 1942). 
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possible within the framework of any of the traditional collabora- 
tion schemes. 

Never, in the past, has cooperation among the oil groups suc- 
ceeded on more than a limited basis. No worldwide oil cartel 
was ever established, though during the crisis of the 1930’s the 
goal was almost reached.* In 1929 Sir Henry Deterding pled for 
international oil collaboration, in order to promote greater ra- 
tionalization and thereby prevent the wasteful development of oil 
fields, with many competing oil companies, haphazard drilling in 
a wild scramble to tap a common oil pool, and wasteful expendi- 
tures on marketing plants, often built in excess of market capacity. 
Again, in 1931, J. B. A. Kessler, managing director of the N. V. 
Koninklijke Nederlandsche Maatschappij (Royal Dutch), pro- 
posed a restriction of output in the United States, Venezuela and 
Rumania, in order to stabilize markets and prices, create a com- 
pensation fund, and make it worth while for producers to con- 
serve production. Negotiations continued until 1933, but the 
vacillating attitude of smaller countries, especially Rumania, 
frustrated the plan. 

Their experiences of the last decade have certainly not alle- 
viated the smaller nations’ fears of exploitation by foreign powers, 
or their desires for economic independence. It seems certain that 
if there is no international control the private trusts—possibly 
strengthened by financial reserves accumulated in wartime—will 
resume their expansionary policies immediately after the war, 
but the various nations of the world will as surely try to oppose 
or control the trusts’ international activities. ‘They will attempt 
to continue more forcefully than before their own governmental 
oil policies, with the aim of establishing or enlarging the influence 
of state oil companies and, possibly, public ownership in oil. Only 
an international controlling agency which is not dominated 
by private capitalistic groups, and which is not subservient to 


*See F. E. Lawley, The Growth of Collective Economy (London 1938) vol. 2, pp. 
203-05; International Chamber of Commerce, Bureau of International Cartels, 
The Oil Industry in the World Crisis, by J. B. A. Kessler (Paris 1939) no. 1, p. 2. 
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specifically national interests, can design and carry through the 
most rational schedule for economic collaboration between goy- 
ernments and the international oil industry, and for the future 
technical development of that industry. 


International Aspects of Oil Technology 


One important reason for the urgency of international coopera- 
tion in regard to oil is contained in the technological peculiarities 
of the industry. Crude oil resources are not inexhaustible. The 
estimates of many oil geologists that these reserves will suffice for 
only fifteen years are certainly too pessimistic. But even assum- 
ing that the oil reserves will be adequate for four decades or 
longer—a rather optimistic assumption—that span is extremely 
short for this vital raw material. At the end of that period de- 
mand, which promises to rise continuously, will have to be sup- 
plied by means of synthetic processes. 

The development of synthetic oil has already progressed far, 
but in this, as in all modern oil chemistry, international patents 
are a basic element. One of the most publicized of these inter- 
national patents pertains to hydrogenation, a process that has 
revolutionized the industry, overshadowing improvements in oil 
exploration, drilling, transportation and distribution. By this 
process it is possible to combine coal with hydrogen to make 
either gasoline or heavier oils, and low-grade heavy oils can be 
completely converted into oils of higher grade. In the Senate 
hearings in March 1942 the spokesmen of Standard Oil of New 
Jersey officially testified that “hydrogenation is one of the most 
important processes, scientifically and industrially, that has ever 
been developed.” One hundred octane gasoline, indispensable 
for the superior performance of United States military airplanes, 
was first made in this country by hydrogenation. Toluene, the 
raw material for the most commonly used explosive, comes mainly 
from “hydroforming” plants. Synthetic rubber and other essen- 
tial materials are obtainable through hydrogenation. The “fluid 
catalyst process,” a special type of cracking in which more than a 
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hundred million dollars is being invested in connection with war 
production, with the authorization of the United States govern- 
ment, also depends in part on the chemical help that Standard 
obtained from its hydrogenation agreement with I. G. Farben 
in 1929.4 

In addition to the hydrogenation process German chemists and 
engineers have developed many others for the extraction of oil 
from coal, chalk, shale and the like. Best known among them is 
the so-called Fischer-Tropsch process, invented by Professor 
Fischer in the Kohle Forschungs Institut in Mihlheim-Ruhr. 
Various low- and high-temperature carbonization processes are 
also in use, some yielding oil for the special requirements of the 
navy; high quality coke is a valuable by-product, which, by a 
special technique of briquetting lignite, can considerably lower 
the production costs of coal oil. From France has come the 
Houdry patents, and from the United States the Berl process and 
many other inventions and improvements. 

From the purely technical viewpoint many of these processes 
are superior methods of utilizing coal. Other procedures, such as 
coking, do not allow for such a complete extraction of the valu- 
able substances that are to be found in coal and especially in coal 
tar. 

Coal hydrogenation is still enormously costly. Until the war 
Standard Oil of New Jersey and Shell used the hydrogenation tech- 
nique mainly to improve their methods of refining. The hectic 
development of this process in Germany, where probably more 
than a billion dollars has already been invested in hydrogenation 
plants, and also in Italy, has been the result not of economic 
considerations, but of war exigencies. After this war, when 
so-called natural oil will again be plentiful, coal oil cannot 
compete unless production costs are drastically lowered. But any 
long-run oil policy must take into consideration the imminent 


*See Oil and Gas Journal, vol. 40 (April 2, 1942) p. 21; and O. Lisle, paper pre- 
sented before the American Institute of Mining and Metallurgical Engineers, March 


1941, 
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change to new production methods. Coal will again become the 
main fuel, but in a quite new sense. 

The shift, of course, will take place gradually. Oil production 
from known oil reserves will become exhausted. Wells will be 
driven deeper, oil exploration will become more expensive and 
more risky. Conversely with the rise in the price of crude oil the 
price of coal tar will drop as production methods improve, with 
the result that the cost difference between the two products will 
gradually diminish. As this trend becomés more noticeable the 
oil companies will probably acquire coal mines. Thus the future 
will probably bring not the coal industry’s domination of these 
chemical processes but an invasion of the coal industry by the 
chemical and oil trusts, a trend that is already noticeable in some 
European countries. 

This change to new methods of production will demand the 
highest possible degree of cooperation and integration, not only 
because of the enormous investment of capital that it will neces- 
sitate but also because of the technical problems that it will raise. 
In order to perfect the hydrogenation process and to make certain 
that the investments made for its development are not squandered 
in inefficient experiments a worldwide collaboration of scientists 
and technicians will be necessary. 

An international patent pool, which would allow technicians 
all over the world to exchange their experiences and which could 
prevent this vital process from becoming the monopolistic prop- 
erty of a few producers or of one or a few nations, seems to be 
the logical course for the future. The patent agreements among 
the Standard Oil Company of New Jersey, Royal Dutch Shell 
and I. G. Farben, concluded in 1929 and amended in 1939, con- 
cerning the production of synthetic oil, rubber and the like, were 
an indication that such collaboration is possible, and advantageous 
to the worldwide development of the hydrogenation process. 

When the Consent Decree of March 1942 regulated the wartime 
use of patents owned or controlled by Standard of New Jersey 
the Anti-Trust Division of the Department of Justice recom: 
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mended fundamental changes in the American patent laws, and 
it is likely that after this war all cartel-like agreements will be 
subject to compulsory registration and control. Such control 
will certainly be necessary, but it must be organized on an inter- 
national basis. Standard was able to use the hydrogenation 
patents for American purposes only because of the agreements 
with I. G. Farben in 1929 and 1939. If anti-trust measures 
should establish national control over such patent cartels, and 
dangle a sword of Damocles over all international collaboration, 
they would probably have the effect, however unintentional, of 
hampering in peacetime a mutual exchange of experience in 
international oil chemistry. 


Economic Developments in Recent Decades 


A second reason for the urgency of international collaboration in 
oil is contained in the situation that has developed between the 
oil trusts and the smaller nations. 

The international oil industry and trade are dominated by two 
private groups, Standard Oil of New Jersey and Royal Dutch 
Shell, closely related to the Anglo-Iranian Oil Company. ‘The 
world market is almost a monopoly of these corporations. ‘The 
statistics indicate that neither Standard Oil nor Shell owns more 
than about 14 percent of the world’s production, refining, trans- 
port and distribution facilities. But the domestic consumption 
of the United States and Russia, which accounts for more than 
70 percent of the world’s total oil production, does not affect the 
export market. Thus the two oil groups—either through their 
own organizations or through international pools and cartel agree- 
ments—controlled nearly 80 percent of the total world trade in 
oil during the decades following the first world war. 

The monopolistic power of the international oil trusts, Stand- 
ard of New Jersey and Royal Dutch Shell, is based on an overall 
financial strength of 4 to 5 billion dollars, on an excellent tech- 
nical staff of geologists and oil engineers, on the protection of 
patents and practical experience in the refining business, on 
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decisive control over the world tanker fleet, on a forceful distri- 
bution organization, and, not least, on the political influence 
wielded in various countries by personal and financial connec- 
tions. 

Some disagreement may have existed temporarily and region- 
ally between the English and the American trusts. Nevertheless, 
collaboration between the two groups has undoubtedly grown 
more harmonious in recent decades, especially since the decline 
of the influence of Deterding, the British “Oil Napoleon,” and 
the recent weakening of the British world oil position. Collabora- 
tion between Standard and Shell is likely to progress further in 
the future. 

This collaboration, however, represents not only an effort to 
rationalize world oil trade but also—partly as a result of that 
purpose—a common defense line against smaller oil countries. 
For the two oil trusts have met strong opposition during the last 
couple of decades.* ‘Trust control is feared by the governments 
of some of the smaller countries because it is of foreign origin, 
and is thus considered a potential menace to the independence 
of domestic policy. Moreover, national leaders are jealous of 
the earnings that are drawn out of their countries, and wish to 
have these sums applied to the development of the domestic 
economy. The deep-rooted conflicts between the Mexican and 
the Bolivian governments, on the one hand, and the trusts, on 
the other, which led finally to the expropriation of the foreign oil 
investments, are examples of this relentless struggle against the 
so-called “‘economic oil imperialism.” 

The following list of state-owned or state-influenced national 
oil companies, with the date of their establishment, is not intended 
to be complete but it reveals that the scope of the private oil trusts 
has been continuously reduced during the last twenty years. 

1922 Russia, national oil trusts—Aszneft, Grosneft, Embaneft, 


Soyuzsneft; 


5 See, for example, D. M. Phelps, “Petroleum Regulation in South America,” in 
American Economic Review, vol. 29, no. 1 (March 1939) p. 48. 
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1924 Argentina, oil exploration in all the most promising terri- 
tories reserved to the already existent state oil company— 
Yacimientos Petroliferos Fiscales (YPF); 

1924 France, state oil company—Compagnie Frangaise des 
Pétroles (with a subsidiary, Compagnie Francaise de Raf- 
finage, created in 1929); 

1925 Iraq, international mixed company, with participation 
of French and English state oil companies—Iraq Pe- 
troleum Company, Ltd.; 

1926 Italy—L’Azienda Generale Italiana Petroli (AGIP); 

1927 Spain, state oil company—Compania Arrendataria del 
Monopolio de Petrdéleos $. A. (CAMPSA); 

1931 Uruguay, state oil company, part of government monop- 
oly in combustibles, alcohol and cement—Administracién 
Nacional de Combustibles Alcohol y Portland (ANCAP); 

1934 Chile, state-participation company for imports and dis- 
tribution—Compania de Petréleo de Chile (COPEC); 

1934 Manchukuo, company participated in by the Japanese 
government—Manchukuo Oil Company; 

1934 Brazil—Companhia Petroleo Nacional, 

1936 Bolivia, expropriation of the trusts in favor of the state 
oil company—Yacimientos Petroliferos Fiscales Bolivi- 
anos; 

1938 Mexico, expropriation of the trusts in favor of the state 
oil company—‘‘Petromex”’; 

1938-39 Portugal—state participation in Anglo-Portuguese Oil 
Company, and interest in Sociedad Anonima Conces- 
sionaria de Refinacao de Petroleos; 

1939 Rumania—“Trade Administration for Mineral Develop- 
ment and Prospecting” (ACEX, semi-official); 

1940 German-dominated Europe, German mixed company— 
Continentale Petroleum Union. 

The Russian oil monopoly is included in this list, although it 

would have been created even if no private oil trusts had existed. 
It has always been a major competitor in international oil trans- 
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actions. In 1924-25 Russian oil exports were an important factor 
in the European and Mediterranean markets, as can be seen from 
the fact that they represented the following percentages of total 
oil imports: in Germany 24.8; in Italy 40.8; in Turkey 46.9; in 
Yugoslavia 13.8; in Egypt 47.3. While direct collaboration be- 
tween Russia and the private trusts seems unlikely in the future, 
an understanding with the western governments may not prove 
impossible within the framework of a general political and 
economic collaboration. 

The “Continentale Petroleum Union,” created in 1940 by the 
German Ministry of Economics with an authorized capital of 
120 million marks, in order to amalgamate oil resources in the 
dominated countries and to prepare a future worldwide expan- 
sion,® is also listed. It will not, of course, survive Hitler’s defeat. 

Recent conciliatory attempts have not served to lessen the 
tension between the oil trusts and the smaller nations. The 
political reconciliation between the United States and Mexico, 
and the agreement with Bolivia in 1941, have by no means 
remedied the position of the oil trusts in these countries. They 
have merely cleared up the expropriation and indemnification 
juestions, without inaugurating a new era of oil collaboration. 
In 1941 the Argentine state oil policy was strengthened, without 
any collaboration of the oil trusts, by agreements with Bolivia con- 
cerning the development of the Chaco region. In 1942 the Bolivian 
“Development Corporation,” a private company controlled by 
the Bolivian government and the United States Export-Import 
Bank, was created “to make Bolivia self-sufficient in petroleum,” 
as the head of the United States economic mission to Bolivia stated. 

There is little doubt that the national and anti-trust tendencies 
in the smaller countries will continue, leading to constant friction 
with the big trusts, if no worldwide policy is inaugurated after 
the war by the Anglo-Saxon powers in cooperation with the 
United Nations. But regardless of the merits or demerits of 
a nationalistic oil policy from the point of view of domestic 
* See International Petroleum Trade, no. 200 (July 10, 1940). 
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interests, it can scarcely be doubted that in a broader view this 
splintering of world oil production and distribution is neither 
economically nor technologically rational. And even more im- 
portant are the dangers of abuses arising, on the one hand, from 
the trusts’ monopolistic position and, on the other, from narrowly 
nationalistic policies regarding this essential raw material. 


International Oil Policy 
of the United States and the United Kingdom 


The United States and Great Britain, the most interested coun- 
tries in a regulated international oil economy, have in the past 
had fundamentally different attitudes toward international oil 
policy. Lord Fisher, the “Oil Maniac,” and some years later in 
1913 Winston Churchill, First Lord of the Admiralty, succeeded 
in creating a conscious worldwide British oil policy, but the 
United States government persisted in its principle of regarding 
oil as a matter of private business. 

During the years after the first world war the British oil 
policy grew consistently stronger. Late in 1918 a new British 
Cabinet Committee was appointed, with the characteristic title 
of “Petroleum Imperial Policy Committee” (PIP), and Sir John 
Cadman, later head of the Anglo-Iranian Oil Company, became 
its secretary. At the same time the British Controlled Oilfields, 
Ltd., was created, under the authority of the Admiralty. It did 
not, however, win the strategic positions in the Caribbean which 
its promoters sought, and at present its relatively small output is 
sold to the Royal Dutch Shell group. But the Anglo-Iranian Oil 
Company, in which the British government holds the majority 
of the voting stock, has developed into an important outpost of 
British oil interests in Asia, the Pacific, Africa and Europe. It 
works in close collaboration with the Burmah Oil Company and 
Royal Dutch Shell, and reinforces the influence of the United 
Kingdom over the latter trust, which acts traditionally “with full 
approval and support of His Majesty’s Government.” 

Standard Oil of New Jersey, on the other hand, still acts as a 
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purely private company. Only occasionally, if it reached a dead- 
lock in conflicts with foreign powers, has it asked for the diplo- 
matic assistance of the government, as after the San Remo treaty 
of 1920 and also when the Mexican struggle raised questions of 
international importance. But no official connection has existed 
between the company and the government. 

It is perfectly true that private companies are not obligated to 
advise their governments about matters of national and inter- 
national politics, although leading businessmen might be expected 
to do more than fulfil their duties to their companies. But since 
the governments do have the official responsibility of watching 
over matters of fundamental economic importance their experts 
should supervise all those ramifications of the oil problem which 
extend beyond the limits of private initiative into the field of 
national or international significance. The experience of the 
British oil organization after 1918 showed that only a centralized 
staff can adequately control domestic requirements, military de- 
mands and foreign oil policy. Control divided among the 
different ministries, such as the Foreign Department, the Army, 
Navy and Air Departments, the Ministries of Interior and of 
Commerce, is always unsatisfactory. In the I. G. Farben-Standard 
case the adequacy of the rubber supply might have been more 
satisfactory if unified organization had existed. 

A centralized oil policy will be even more important for the 
United States in the future. A redistribution of the different 
spheres of interest in regard to oil, especially some kind of 
regional division between American and British interests, will 
be a major political problem after this war. Such a settlement was 
concluded at San Remo in 1920 between England and France. 
But a certain isolationism, among other reasons, prevented the 
United States from being a partner to the treaty, and American 
diplomacy had subsequently to interfere in order to repair the 
damage done to American interests. 

Since then American participation in international oil invest- 
ments has grown. United States oil investments abroad were 
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estimated at 1.4 billion dollars in 1935, about 20 percent of all 
direct United States investments in foreign countries.’ Since the 
domestic oil reserves will be exhausted in a relatively short time, 
these considerable foreign oil interests have undoubtedly a high 
significance for this country. 

A demarcation of international oil interests should therefore 
be considered while there is yet time. It could be arranged, for 
example, within the framework of a western hemisphere oil policy. 
The oil fields in the northern part of South America, especially 
in Venezuela, show a rising production and very promising new 
results in exploration. A closer collaboration with Venezuela 
would be particularly significant, as this oil is becoming increas- 
ingly recognized as the primary natural reserve for United States 
oil imports and could make possible a joint export policy in oil 
products. And the future trend in the coal oil industry is scarcely 
less important for the interests of the United States, for even 
though this is the richest oil country it too will ultimately have to 
resort to coal oil. It has been found in France, England and other 
countries that investments in working plants must be of a certain 
importance in order that sufficient experience in coal oil produc- 
tion may be acquired; and that limited laboratory work cannot 
serve as a substitute for practical collaboration with other pro- 
ducers and refiners. 

Thus it is certainly to the interest of the United States, as the 
largest producer and consumer of oil in the world, to face today 
the fact that this country must sooner or later take an active share 
in world oil policy, and to suggest the preparation, by all coun- 
tries interested in oil, of an enduring collaboration in future years 
of peace. 


Reconstruction Problems in International Oil Policy 


This task has two different aspects: the planning of the economic 
procedures that will be needed during the immediate postwar 


*Cleona Lewis, America’s Stake in International Investments (Washington 1938) 
Pp. 230, 519, 605. 
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reconstruction; and the long-run problems of a worldwide oil 
policy. 

The short-run problems of the immediate postwar period will 
probably offer no significant economic difficulties. Replenishing 
the exhausted oil stocks, especially in Europe, and rebuilding the 
necessary tanker fleet will not take very much time, as natural 
oil resources are still plentiful and the big companies will be 
anxious to reinvest their large liquid capital. Other related 
problems, such as a regrouping of the European and eastern oil 
properties, restitution of or indemnity for expropriated oil fields 
in the Axis countries, in Hungary, Rumania, Poland and the 
Indies, conservation or reprivatization of government-owned com- 
panies in such countries as Germany, Italy, Japan, France, Spain, 
are not of a purely economic character; they are also partly 
political. 

The solution of all these transitional problems will necessitate 
a general oil reconstruction plan. Cartel-like agreements and 
tanker pools may help to make possible a just distribution and to 
avoid a disturbing competition between the various oil companies 
and the interested governments. But an enduring long-run solu- 
tion will be possible only if the political and economic aims are 
clearly defined, and if the enforcement of these rules can be 
assured despite the difficulties produced by opposing specifically 
national interests. 

Disarmament and prevention of future wars will, of course, 
become the paramount political aim of international oil policy 
in postwar times. The failure of the oil embargo in 1936, at 
the time of the Abyssinian crisis, showed clearly that such plans 
must be worked out in detail and in such a way that instantaneous 
action is possible in order to prevent conflict. It showed further 
that it would be desirable to have such concerted action as 
independent as possible from the influence of the various national 
legislatures. 

Successful oil disarmament depends on two controls: first, oil- 
import countries must be prevented from piling up war stocks; 
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and second, their oil-substitute industry must be controlled and 
kept insufficient for warfare. 

As for the first of these requirements, a central agency should 
receive from the disarmed nations regular statistics of imports, 
production, consumption and stocks of oil and oil substitutes. 
This information must be checked with accurate figures on inter- 
national shipments by tankers and rail, on refinery output and 
on the movements of crude oil and refined products to the 
different countries. The central agency should have the responsi- 
bility of advising the international political organization con- 
cerned with peace problems to veto dangerous imports, even in 
the event of long-term delivery contracts. This control might not 
be a universal safeguard against renewed war preparations by 
future aggressor nations, but at least it would indicate any danger 
signal in time.® 

The second requirement, control of oil substitute industries, 
is a more intricate problem. Today synthetic oil is more expen- 
sive to produce than crude oil, and it will remain so for many 
years to come. So far this industry has been able to operate only 
under the protection of artificial trade barriers and state subven- 
tions. Many of the plants are governmental or created under 
pressure of the government, or are factories erected by compulsory 


§ How necessary such control is can be learned from the German and Italian war 
preparations in 1938-39. A sufficient accumulation of oil was vital for both Germany 
and Italy, and large stocks of oil—amounting to at least 50 percent of peacetime 
consumption in Germany—were secretly piled up before the beginning of the war. 
The source of these stocks is uncertain (for a detailed discussion see E. De Golyer, 
Petroleum in Two World Wars, paper presented before the National Petroleum 
Association in Cleveland, April 24, 1941, p. 7). Probably a considerable part came 
from the refineries of Curacao and Aruba, originating in Venezuela. Shell had to 
supply Great Britain, but Standard of New Jersey shipped considerable quantities 
to continental Europe. In 1938 Germany received 10.6 million barrels, almost 
exclusively from the western hemisphere, and other deliveries went to sundry 
European countries, especially to Holland. The extent to which the various Euro- 
pean countries were used as middlemen in the transportation of the oil remains 
unclear. Detailed statistics concerning the oil deliveries from Curacao and Aruba 
are not available for 1939. How extensive the deliveries to Europe were in these 
critical times, and in particular how much went to Germany, may never be cleared 
up unless a thorough examination of these questions is undertaken after the war. 











348 SOCIAL RESEARCH 


organizations like the semi-official “Brabag’’ in Germany, and 
enlarged considerably to further German war preparations. In 
the long run this development may form an inseparable part of 
any trend leading to a new chemical use of coal, but at the present 
time coal oil is a war industry, pushed forward by Germany with 
uneconomic speed in order to further the production of war 
supplies. A conscious control and retardation of the further 
development of the coal oil industry will be necessary after the 
war, as long as crude oil production is available at reasonable 
prices. This judgment conforms with the opinion of American 
and English experts before the present war, for example the 
so-called Falmouth Committee of 1938. 

Such retardation of the coal oil industry, and control of further 
investments and output, can be adequately exercised only by an 
agency that is independent of national tendencies and private 
groups. If there is adequate international control the nominal 
ownership of the European and Japanese coal oil plants is a 
question of minor importance. 


An International Oil Institute 


The controlling agency, established by an act of the future Inter- 
national Council of the United Nations—the creation of which is 
assumed in the following discussion—would have a neutral posi- 
tion between international trusts and national governments. 
Thus it would represent the kernel around which a worldwide 
oil policy could be developed gradually, in order to avoid the 
mistakes and disturbances of the past. 

The long-run task of such an organization would be the 
economic control of possible future tensions in world oil policy. 
Such tensions might arise not only from new aggressor nations, 
but also from conflicting oil interests among groups or national 
governments, from possible abuses of the power to control trusts 
and cartels, and from cyclical disturbances. 

The purpose of this economic organization would be in con- 
formity with suggestions made by the “Bruce Committee” of the 
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League of Nations in August 1939, just before the transfer of its 
study organization from Geneva to the United States. This com- 
mittee stressed the necessity, in future international collaboration, 
to differentiate between general political problems and impartial 
economic and social research. As the memorandum endeavors to 
point out, confusion about this distinction has proved a major 
obstacle to the progress of productive international cooperation. 

In accordance with these considerations all political problems 
regarding oil (such as the demarcation of spheres of interests 
according to the model of the San Remo agreement of 1920) 
would have to be decided by the political forces represented in 
the International Council. But the scientific preparation and the 
enactment of such decisions in the economic field, and the con- 
tinuing economic survey of world oil policy, would be the task 
of a special Institute and its economic staff. 

The organization of such an Institute could be comparatively 
simple. It should consist of an Administrative Committee of 
three to five directors, appointed by and responsible to the Inter- 
national Council; a staff working under the direction of that 
committee and responsible only to the directors; and a Board 
of Members, appointed by the International Council at the sug- 
gestion of the various governments, which would advise in 
questions of extraordinary importance. One third of the Board 
of Members should consist of neutral experts, one third of repre- 
sentatives of the industry, and one third of consumer interests 
(officials of consumer countries and representatives of consumers’ 
and workers’ organizations). 

The Institute would exercise the following powers: first, regula- 
tive and controlling power, derived from special mandates and 
instructions formulated by the Council; second, the powers of 
a permanent Economic Advisory Committee for the Council; and 
third, the authority of mediation and arbitration in disputes 
between private oil organizations and governments, in so far as 
the parties would agree to this procedure in concrete cases, or 
possibly on the basis of general arbitration clauses. 
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The main controlling functions with regard to disarmament 
and future peace regulations have already been outlined. Com- 
pulsory registration and permanent control of international oil 
combinations, tanker pools, cartel and patent agreements, should 
also be included as a tas® of the Institute. 

The Institute would report regularly to the Council about the 
international oil situation, and would advise the Council—with 
the consent of the Board of Members—when it considered action 
or intervention by that body desirable. Such action might include 
the formation of compulsory cartels, the extension or mitigation 
of disarmament or of cartel control and other comparable pro- 
cedures. 

In order to fulfil its controlling and advisory functions the 
Institute would need a continuous flow of statistical information 
from the disarmed and the victor nations alike, and, either directly 
or through the intermediation of the respective countries, from 
the private companies. The authority to achieve this would have 
to be established by international treaties and by special legal 
regulations within the countries. 

Voluntary arbitration or mediation would take place if the 
parties concerned had agreed to such procedure in general or 
special arbitration clauses. Compulsory arbitration would take 
place only by special request of the Council. In mediation cases 
expert opinions rendered by the Institute might prove very 
helpful. A test case in international oil arbitration was the dispute 
between Persia and the Anglo-Iranian Oil Company, handled by 
the League of Nations in 1932-33. 

A reasonable objection to this outline may be that such world- 
wide regulative power could result in bureaucratization. But 
this could be avoided if the Institute maintained an elastic policy. 
Concerning oil policy in the western hemisphere, for example, 
the Institute might very well consider it sufficient to send a 
representative delegation to the new Instituto Sudamericano 
del Petréleo, established in 1941 by some South American states 
in Montevideo and sponsored by Uruguayan and Argentine 
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circles.? As regards the Pacific and other regions voluntary agree- 
ments among the oil companies might regulate all pending oil 
problems in accordance with general international welfare. The 
future shape of Europe and the disarmament problem will 
possibly make necessary the formation of European cartels regulat- 
ing the production and importation of crude oil and coal oil. 
Russian oil exports, if not regulated, could disturb the price 
structure, and if the oil trusts were allowed to conduct private 
negotiations with Russia, as they did after the first world war, it 
is probable that no agreement could be reached. On the other 
hand, Article 5 of the International Wheat Agreement of 1933 
provides a useful example of how an international understanding 
between the united governments and Russia can result in a volun- 
tary restriction agreement regarding exports. The solutions of 
all such problems, which cannot be foreseen in detail at the 
moment, could be reached by individual negotiations between 
governments and private circles, on the platform and under the 
auspices of the impartial international organization of the 
Institute. 

The entire costs and expenses of the organization should be 
borne by the International Council, which would shift them to 
the different nations according to a special key of distribution. 
In order that the financial independence of the Institute might be 
guaranteed, no gifts or contributions from individuals, corpora- 
tions, institutions or national governments should be accepted. 


*See World Petroleum (November and December 1941). The general program of 
the South American Petroleum Institute states: “Il Instituto Sudamericano del 
Petréleo sera un organismo de character eminentemente cientifico, destinado a 
fomentar y coordinar el estudio del petrdéleo en todos sus aspectos con los otros ya 
famosos institutos, o sean el A. P. I. de los Estados Unidos y el Instituto del Petréleo 
de Londres, con las cuales el nuevo Instituto lograra indudablemente connectarse 
a breve término.” The comparison of this Institute with the API and the Petro- 
leum Institute in London is not quite exact, however. According to Article 3 of 
the Statutes, “Los Gobiernos de los Paises Sudamericanos y las Institutiones 
publicas y privadas las empresas comerciales y particulares” are intended to be- 
come members of the Institute. This is completely understandable, as in Argentina, 
Uruguay and other South American countries the most important oil companies 


are controlled by the state. 
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Generally speaking, the sphere of the proposed Institute’s long. 
run normal activities might be compared with the usual operation 
of certain United States trade associations.’ The representation 
of workers’ interests could easily be related to the International 
Labor Organization. 

Special functions, such as the unification of European oil 
legislation or the formation of public utilities for filling stations 
in certain regions, could be added, once the platform for the 
Institute were set up. A valuable addition would be the creation 
of a technical research department to handle the international 
exchange of experience in oil exploration, refining and coal oil 
activity. It could be established after the model of the Kohle 
Forschungs Institut of Professor Fischer in Miihlheim, which has 
served as an efficient prototype for cooperative inventions and 
experimentation, or it could follow the organization of some of 
the American patent pools. 


Certain Basic Considerations 


The general ideas on which the International Oil Institute is 
based—a peaceful economic and technical development, a con- 
tinuous survey of world oil policy, and a control of abuses arising 
from measures taken by trusts or national governments—are 
applicable also to other commodities, especially those for which 
the form of international cartels has thus far been customary. 
Experience with worldwide cartelization schemes, as in rubber, 
sugar, tin, coffee and the like, has been short and in general 
admittedly unsatisfactory." Lack of international control through 
an independent regulating center, and imperfect collaboration 
between private enterprises and the national governments, have 
hampered the efficiency of such cartels, with the result that they 
have not yet passed the experimental stage. 


1°See Henry R. Seager and Charles A. Gulick, Trust and Corporation Problems 
(New York 1929) p. 307. The United States Department of Commerce cites ex- 
amples of typical trade association activities: statistics, cost accounts, industrial 
standardization, simplified practices, credit, insurance, employer-employee relations, 
traffic and transportation. 

™ See Davis, op. cit., p. 400. 








a> ea 


—S whe 


— 


— Bee ee en .. . S 


1 





ong- 
ition 
tion 
onal 


oil 
‘ions 
the 
tion 
onal 
| oil 
ohle 
has 
and 
e of 


e€ is 
con- 
sing 
-are 
rich 
ary. 
ber, 
eral 
ugh 
ion 
ave 
hey 


| eX: 
trial 
ions, 











WORLD OIL CONTROL 353 


The contracting parties in the rubber cartel of May 7, 1934," 
for instance, were several governments which formed a “Reguia- 
tion Committee,” composed of delegates representing the 
interested territories. Such delegations were a usual device in 
these schemes. Their members were dependent on the advice 
and the guidance of private groups, as the committees had no 
experts of their own at their disposal. Therefore these organiza- 
tions demonstrated not collaboration among governments as such, 
but the cooperation of the groups forming the background of the 
governmental cartel schemes. “International Research Boards” 
were sometimes formed to assist the “Committee,” but the task of 
such boards was often confined to “plan propaganda,” to quote 
the rubber agreement. 

Moreover, the influence exercised in the cartels by the different 
governments was not equal, and was occasionally dictated by 
specifically national aims. Politically some of the contracting 
governments were, of course, far stronger than others, as is evident 
from the comparative status of governments participating in the 
rubber cartel: the United Kingdom, France, India, the Kingdom 
of Siam. The members of the tin cartel included the governments 
of Malaya, Bolivia, Netherlands East Indies, Siam, governments 
whose international experience and influence were not always 
comparable to the strength and experience of the economic stafts 
of the international tin producers and refiners. And a further 
difficulty lay in the fact that collaboration between private groups 
and governments was usually restricted. The wheat agreement 
of 1933 declared in Appendix B that the Wheat Advisory Com- 
mittee was empowered “to watch over the implementing of this 
agreement only,” adding, ‘“‘No question arises of establishing any 
permanent committee entrusted with the task of supervising the 
production and trade in wheat.’’* A continuous survey of the 
market situation, indispensable for the active collaboration of an 


* See Alfred Plummer, International Combines in Modern Industry (London 1938) 
pp. 260, 272. 
* Ibid., p. 263. 
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Advisory Committee, becomes impossible as a result of such a ) 
limitation. 

Even the so-called government cartels have protected mainly 
producer interests. Their principal regulatory devices have been 
restrictions on production, limitation of supplies and regulations 
regarding surpluses during emergency periods. 

But consumer protection has been more and more strongly 
demanded during the last two decades. The topic was warmly 
discussed at the World Economic Conference in Geneva in 1927, 
and some recommendations regarding it can be found in the i 
vague resolutions of that conference. In recent discussions the F 
undefined term “international commodity schemes” appears to 5 
have supplanted the older concept of “international cartels.” The g 
difference has not yet been stated clearly, but the general trend b 
—toward the development of new production on a stable basis k 
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in the interests of consumers, and toward control of possible 
abuses of economic and political power—is certainly in another 


direction than that usually followed by the cartels. e 
The need for a stronger international governmental control of 
worldwide cartels has occasionally been acknowledged also by al 
private circles. In 1937 the International Chamber of Commerce n 
officially stated that in the field of international cartelization a at 
closer contact between private industry and government organi- er 
zations would be desirable in the future, and that the entire trend a 
in international collaboration no longer allowed private circles to 19 
pursue a purely negative attitude regarding this question, as was : 
possible in the past.’* It may be hoped that the position taken oh 
by the International Chamber of Commerce will be reinforced ms 


after this war within the framework of international reconstruc- 


tion. 

The structure of “international institutes,” as outlined in this 
study, corresponds also to suggestions made in several recent 
publications. Lewis L. Lorwin, for example, recommends the 
creation of a World Economic Development Organization 


“4 International Chamber of Commerce, Congress of 1937, Document 4, p. 8. 
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promote expansionist economic policies, to deal with trade and 
industrial problems, to supervise international cartels and public 
corporations, to organize technical aid, to advance agricultural 
commodity agreements, to help the industrialization of new 
countries. . .”*° Similarities are to be found also in the “Interna- 
tional Pact of Economic Collaboration,” as devised in the Van 
Zeeland Report of 1938, and in the recent British proposals for 
an “International Raw Material Union.”** 

So far none of these suggestions has given more than a general 
indication of an intention to create a sincere international col- 
laboration in postwar times. More detailed plans are needed for 
special commodities. But practical solutions can mature only 
gradually, through an education of all participants that will enable 
both producers and governments to learn, step by step, the 
knowledge and technique necessary to international collaboration 
on a common platform.’’ Perhaps the most essential role in any 
worldwide cooperation of the future would be played by the 
educational element of such an institute as that proposed. 

If the idea of international institutes could thus contribute to 
an organized worldwide collaboration this would mean progress 
not only toward postwar economic reconstruction but also toward 
an ideological reconciliation between the principle of private 
enterprise and its necessary international control. 


% Lewis L. Lorwin, Economic Consequences of the Second World War (New York 
1941) p. 494. 

%*See Carnegie Endowment, International Conciliation, no. 338 (March 1938); 
and “PEP” (Political and Economic Planning, London), Commodity Control Schemes 
(July 29, 1941), and The Future of the Colonies, The Development of Tropical 
Dependencies (January 1942). 

See J. W. F. Rowe, “Some General Aspects,” in International Control of Non- 
Ferrous Metals (Cambridge, Mass., 1937) p. 96. 


(New York City) 
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GERMAN METHODS OF 
ALLOCATING RAW MATERIALS! 


BY HERBERT BLOCK 





The Historical Development 


Germany entered this war with an all-embracing system of 
allocation, a system that can be traced to the currency troubles 
of 1934, which resulted in the licensing of imports. In fact, as 
early as 1931, under the strains of the depression, an indirect 
system of controlling imports had been established, through ex- 
change control and devisen quotas. But with the breakdown of 
German exports, and the development of an unfavorable balance 
of trade, purely monetary control proved ineffective, and therefore, 
in the fall of 1934, a priority system was introduced. Its purpose 
was to restrict imports in accordance with the Hitler program for 
expanding specific sectors of domestic production, especially the 
armament sector. 

Special agencies (Ueberwachungsstellen,” later called “Reichs- 
stellen”) were charged with the control of particular groups of 
commodities. Eleven in the beginning, they expanded eventually 
to thirty-one, embracing such materials as metals, cotton, wool, 
leather, rubber, asbestos. Thus control of imports was organized 
according to the basic material used, a principle which established 
the general pattern of future production control: from the 
supply of raw materials through the manufacturing process to 
consumption. 

The next step was taken quickly, by empowering the control 
agencies to license also the purchase of domestic raw materials. 
For this, different methods were used. In some cases each in- 


dividual purchase was licensed; in others general licenses were 


2 This article has been prepared in connection with the Graduate Faculty Re- 
search Project on “Social and Economic Controls in Germany and Russia.” 
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granted for a basic quota, beyond which special licenses had to be 
applied for. Computation of the quotas also followed different 
standards, and even the terminology varied with the different 
agencies. 

This variation is an important characteristic of the German sys- 
tem of allocation. With the exception of only four agencies, which 
form part of the ‘““German Agricultural Estate” (Reichsnahrstand), 
the control agencies are subordinated to the Reich Ministry of 
Economic Affairs (Reichswirtschaftsministerium), but they are 
quite free to adjust their methods of control to the peculiarities 
of the various industries. Thus these organizations, though dif- 
ficult to survey theoretically, are highly flexible and adaptable in 
practice. 

Import and purchase licenses were accompanied by inventory 
regulations. “The companies were enjoined to introduce inven- 
tory bookkeeping, and not to increase their stocks beyond a 
stipulated maximum, which fluctuated from time to time and 
from industry to industry. Whenever stocks exceeded the maxi- 
mum allowed, purchase licenses were denied until the surplus 
was used up, or the excess had to be disposed of within an ap- 
pointed time. 

But purchase licenses did not work within vertically organized 
enterprises which processed their own raw materials, and to cover 
such cases processing licenses were introduced. These, incident- 
ally, increased the use of domestic as compared with foreign raw 
materials. Thus hemp and flax, both domestic products, were 
subject only to purchase licenses, while jute required both an 
import and a processing license. The government, by allotting 
smaller or larger amounts, could induce industry to mix German 
fibers with imported material, without resorting to compulsory 
admixture.? There were also, however, instances of compulsory 
admixture decreed by the control agencies, such as the admixture 
of alcohol to mineral oil motor fuels. 


*In some cases a larger import quota was granted as a premium for a high 
percentage admixture of domestic raw material. 
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Processing licenses and compulsory admixture constituted real 
encroachments upon the manufacturing process. So, too, did 
the restrictions and prohibitions on the use or manufacture of 
certain goods, the number of which increased considerably as 
time went on, particularly after the outbreak of the war. Their 
common purpose is to prevent raw materials of military import- 
ance from being used for the manufacture of unimportant goods. 
In some instances, as in regard to cans and stationery, this aim is 
attained by compulsory standardization. 

The counterpart to prohibition is compulsory production. 
Thus as early as November 1936 the control agency for bast fiber 
ruled that part of the raw material was to be used for the pro- 
duction of agricultural binding thread. 

During the last two years before the war full employment was 
attained in Germany. Thereafter, and particularly after the out- 
break of the war, the utmost economy in the use of all factors 
of production became imperative; moreover, new standards of 
urgency for their optimum distribution had to be established. 
The price mechanism as a means of regulation had been practically 
eliminated since 1936, and therefore from now on orders were 
restricted by direct intervention. 

On the one hand, aggregate demand was subdivided according 
to degrees of “urgency”; orders for which the qualification 
“urgent,” or often even “very urgent,” was denied had little or no 
chance of being filled. On the other hand, demand was rationed 
in every stage, with the purpose of balancing consumption with 
production quotas. Eventually the two methods were combined, 
that is, a general scale of urgency was established within the frame- 
work of raw material allocation. Here again individual methods 
were developed for each group of commodities, and modified 


according to experience. 


Representative Types of Allocation 


Of the many methods of allocation there are four that are par- 
ticularly important. It is worth while to discuss these in detail. 
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1. Under the first of these the control agency allots raw 
materials to the processing plant according to former purchases. 
The plant then rations its customers, who in turn fix the quotas 
for the following stages of production according to former de- 
liveries. ‘This method was originally used on a large scale, being 
a natural development after the introduction of raw material 
allocations. In a number of industries it worked satisfactorily, 
but in others it had to be abandoned. 

In the tobacco industry, for instance, it turned out fairly well. 
The cigarette and cigar plants are granted tobacco allotments 
which represent quotas of their purchases during some prewar 
period. ‘They allocate their output to the retail tobacco stores 
which, until recently, provided their customers according to their 
stock, using their own judgment. Early in 1942, however, tobacco 
rationing for the final consumer had to be introduced. One of 
the reasons for the tobacco restrictions for civilians is the large 
demand of the armed forces, which enjoy an unquestioned 
priority. Thus it can be said that this method of allocation is 
based on an “urgency” scale. 

Since the outbreak of the war a similar method has been intro- 
duced in the coal trade for domestic consumption. The home 
consumers have to enter their names on the customer lists of their 
coal dealers, and they are supplied according to their consumption 
during a certain prewar period. The quota actually allotted to 
them depends, however, on the amount of coal shipped from the 
mining districts to their particular community. If the regional 
supply is satisfactory the population receives a large proportion of 
its former purchases. When transportation difficulties arise the 
coal consumers must be content with a low quota. This type of 
allocation is more elastic and much more adaptable to fluctuations 
of the regional supply than rationing with the aid of coal cards 
which entitle their holders to purchase fixed amounts. 

In other sections of industry the same principle has not 
proved flexible enough. In the leather industry, up to the middle 
of 1940, the manufacturers (whose hide supply is subject to 
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government allocations) provided the leather processing industry 
in proportion to former orders. Thus every processing plant was 
made to buy from the source that had supplied it during the 
period of reference. This dependency on former suppliers often 
caused serious friction. Furthermore, during the war many 
leather manufacturers reduced the variety of their products, and 
a processing plant which depended on a particular material no 
longer produced by its former suppliers was not able to buy from 
another source. 

The principle was a complete failure in the armament in- 
dustry, since it restricted orders to the range of companies that 
commanded sufficiently high allocations. As rearmament pro- 
ceeded, companies of military importance outgrew their allo- 
cations based on some period of reference, and the companies 
working for civilian consumption had to contract accordingly. 

Gradually the reverse method has prevailed: instead of the 
order following the allocation, the allocation has come to follow 
the order, and the order is given to those plants that command the 
necessary labor and equipment. Thus the standard of past turn- 
over has been replaced by the principle of allocating raw materials 
according to current demands or recognized urgency. 

2. Under the second method of allocation the control agency 
examines each individual order, and approval includes permis- 
sion to use an adequate amount of raw materials. In this group 
falls the so-called code number method (Kennziffer-System), intro- 
duced in the iron industry in 1937 and in the textile industry in 
1939. The manufacturer who receives an order applies for a code 
number. If the matter is urgent, according to the affidavit of the 
customer, it will be recognized as a code number order, or even 
an urgent code number order. The control agency is guided in 
its judgment by priority lists. 

In the textile industry, for example, the priority list estab- 
lishes the following sequence: supply for the field army; for other 
public necessities (government agencies, hospitals); for technical 
demand of military importance (driving belts, filter material and 
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the like); for export demand; for vital necessities (clothing); and 
for other needs. Code numbers authorize the manufacturer to 
use stocks and to buy raw materials. They also bind him to give 
preference to such orders. Orders for which no code numbers 
can be obtained are not illegal, but they have little chance of 
being filled in view of the prevailing shortages. 

In the bottle glass industry a similar order-control was intro- 
duced in the middle of 1940. This industry then faced a vast and 
urgent demand for bottles for the army. The sequence fixed for 
the execution of orders was, first, the armed forces, then export, 
then army reserve. In this instance export was considered more 
urgent than some of the orders of the armed forces. At the 
bottom of the list is civilian demand, designated as “other sup- 
plies.” All deliveries except those for the field army are subject 
to license, and the power to issue such licenses has been delegated 
to the hollow glassware syndicate (Hohlglas-Kartell). 

In the rubber industry the distinction between urgent and 
less urgent demand (Dringlichkeitsplanung) has been left to the 
judgment of the individual manufacturer. Because of the multi- 
plicity of rubber articles, government allocations have been con- 
fined to automobile tires and driving belts, both subject to license; 
in addition, the manufacture of a number of unimportant articles 
has been practically prohibited. For all other rubber articles 
responsibility rests with the manufacturer, who is required to 
check carefully whether his customers use them for vital demands 
only, keep no excessive stocks, and are unable to replace them by 
substitutes. 

3. Under the third method the government agency grants 
allocations to consumer groups, and the orders covered by the 
allocation are then executed according to their urgency. 

In the iron industry the code number method, described 
above, has been combined with the so-called method of “bene- 
ficiaries of allocations’ (Kontingentstraeger-System). For this 
system two classes of beneficiaries have been created. One class 
comprises the large official contractors, such as the armed forces, 
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the Party, the Labor Service, the Minister of Transportation (as 
representative of the government-owned railroads and waterways) 
and the Inspector General for the public highways (as adminis- 
trator of the motor road system). To each of these beneficiaries 
a certain iron quota is allotted for an extended period of time, 
and when the beneficiaries order tanks or locomotives or building 
machines they cede a corresponding quantity of steel from their 
quota to the manufacturer who accepted the contract, the sequence 
for the execution of the order depending, here too, upon the code 
number granted. 

The other class comprises the iron consumers who produce 
for the free market, domestic and foreign. The corporate organi- 
zation of the machine industry (Wirtschaftsgruppe Maschinen- 
bau), for instance, disposes of ‘‘producers’ quotas” of iron and steel 
in order to supply other demand than that of beneficiaries of 
allocations. So that orders may be prevented from being too highly 
concentrated with a few big concerns, the machinery trade group 
allots relatively low producers’ quotas to a firm that received con- 
siderable quantities of iron by way of orders from beneficiaries 
of allocations, and much higher producers’ quotas to a firm that 
received small orders, or even no orders at all, from those bene- 
ficiaries. Thereby an equalization of work is assured among the 
factories without impairing the preferred contractors’ free choice 
of supplier. 

The iron and steel ware allotments for civilian consumption 
were also administered by the industry in the beginning. It was 
found, however, that the industry lacked familiarity with the 
needs of the consumers, and thus the administration of these allot- 
ments was transferred to the dealers, though the industry con- 
tinued to dispose of special allocations for maintenance and re- 


newal. 

As a result of the size and urgency of the demand for iron 
products the method described was found to be too rigid. Orders 
piled up, resulting in ever longer terms for delivery. Therefore, 
in 1939, it was decreed that any orders should be rejected which 
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might disturb the normal sequence of execution. If the beneficiary 
of an allocation insists, however, that his order be carried out, the 
control agencies have to find a compromise regarding the sequence 
in which the orders shall be executed. Thus in this case a particu- 
larly elastic form of control has been tried out. 

In the building trade, too, the principle of “beneficiaries of 
allocations” has been introduced. There, however, the Admin- 
istrator for the Building Trade has decreed that licenses for all 
building materials required by a builder must be issued by a single 
agency. In this case a difficulty has been overcome which has 
proved rather troublesome in the other trades: the necessity of 
granting to the entrepreneur all the materials he needs at one time. 

4. And finally, the fourth method is for the control agency 
to fix allocations for the entire demand in proportion to the entire 
production. The purchase licenses granted to any consumer serve 
to his purveyors as a basis for their own supply. 

This method was used in the jute industry as early as 1934. 
A mill that needed jute sacks had to apply for a license, which was 
granted if the demand was considered justified and if the process- 
ing allocation fixed for the jute plants was not yet exhausted. The 
jute weaving mill which received the order covered by the license 
executed the order according to the number of the license, except 
for orders marked “urgent,” which were given preference. If the 
weaving mill wished to buy jute yarn it sent the license on to the 
spinning mill. The spinning mill had to return the license to the 
control agency, where it was checked, not only for the amount of 
material consumed but also for the prices paid. Weaving and 
spinning mills had to mark their prices on the license. 

Since the outbreak of the war this method has been intro- 
duced in a number of consumer goods industries, often modified 
with regard to technical details. The way it is used in the 
soap industry is rather simple. In August, 1939, soap ration- 
ing cards were issued. The soap merchant now gathers the 
rationing card coupons of his customers and delivers them to the 
“Wirtschaftsimter,’ the lowest local branches of the Reich 
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Ministry of Economic Affairs. ‘Thereupon the storekeeper re- 
ceives a retail license (Sammelbezugsschein) from the Wirts- 
chaftsamt, authorizing him to purchase from the wholesaler an 
amount corresponding to the coupons delivered. The whole. 
saler exchanges the retail licenses received from the storekeepers 
for a wholesale license (Grossbezugsschein), which authorizes him 
to buy merchandise from the soap factory. Of course, the con- 
dition for the success of this method of allocation is that the soap 
production does not fall short of the aggregate quantity repre- 
sented by all the coupons gathered in. 

In the shoe trade a method has been found that even allows for } 
a temporary disproportion between production and consumption | 
allocations. The shoe retailers exchange the consumer coupons 
(Bezugsscheine) for purchase licenses (Bestellscheine). During the | 
first months of the war the retailers kept comparatively large 
stocks, and thus coupons were delivered in greater quantity than | 
purchase licenses could be granted, considering the shrinking pro- | | 
duction. Therefore the available purchase licenses were dis- 
tributed in proportion to the consumers’ coupons delivered by 








the retailers. ( 
For the distribution of typewriters a slightly different method ] 

is used. The rationing card for typewriters consists of a section { 

containing the name of the consumer, and of a coupon which the t 

dealer has to give to the manufacturer in order to replenish his 

stock. Since the coupon does not show the consumer’s name the i 

dealer need not be afraid that the manufacturer will directly t 


‘+ contact the consumer (practically no others than government 
agencies and companies) for future orders. c 
In the clothing trade the method of rationing demand accord- : 

ing to production has been highly perfected. A shortlived ex- h 
periment with consumer licenses proved a failure, and today only t 
shoes, winter overcoats and professional uniforms are subject to g 


licensing. For all other clothing the clothing rationing card f 
(Kleiderkarte) was introduced toward the end of 1939. The gov- ti 
ernment computed the amount of textiles available for one year d 
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(the term of the first clothing rationing card) and divided this 
figure by the population. The quantity of textiles available for 
every adult holding a rationing card was made equivalent to one 
hundred “points,” for which the coupons of each rationing card 
were made out. A list was printed on every card showing the 
number of points to be cut off for each sort of wearing apparel. 
Anyone who bought a man’s suit had to surrender sixty points; 
the equivalent of a man’s shirt was twenty points, that of a tie 
only a few points. Within the limitation of one hundred points 
the consumer is free to choose whatever he needs most urgently. 

This method has several advantages. On the one hand, it 
directs consumption. When the first clothing rationing card was 
introduced, white goods were more scarce than clothing ma- 
terial. Consequently a shirt “cost” as much as one third of a 
suit, although the material needed for a shirt weighs much less 
than a third of that needed for a suit. But toward the end of 
1940, when the second clothing rationing card was distributed, the 
supply situation had changed, and during its term white goods 
“cost” many fewer points. Furthermore, the consumer can be 
diverted from scarce materials to substitutes. For a woolen 
product, for example, many more points have to be surrendered 
than for a similar article made of rayon, in some instances almost 
twice as many. 

At the same time, this point method serves as a supply basis 
for the dealers. The retailer sends the coupons detached from 
the clothing rationing cards of his customers to a sort of regional 
“point clearing agency” (Punktverrechnungsstelle). This agency 
credits his point account with the number of points surrendered. 
The retailer is not bound to buy from the wholesaler who supplied 
him during a certain period of reference, but is free—at least 
theoretically—to buy from any contractor he may choose. In 
giving an order to a wholesaler he makes out a “point check” 
for the number of points represented by the merchandise in ques- 
tion, and has this check certified by the clearing agency. Inci- 
dentally, it is to his interest to make sure that his point account 
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remains “liquid,” so that he will be able to buy when a favorable 
opportunity presents itself. The wholesaler, after having received 
this check, transmits it to his point clearing agency, and there the 
point account for the wholesaler is credited, that of the retailer 
charged. The procedure is repeated when the wholesaler buys 
from the manufacturer, but beyond the clothing manufacturer 
the “point method” is not applied. For transactions between 
spinning mill, weaving mill and clothing factory the code number 
method, as described above, is in use. In 1940 the point method 
was temporarily introduced in the coal trade, but there it did nor 
turn out well. 

Allocation of raw materials is only one of the many instruments 
of economic control in the National Socialist state. It is one, how- 
ever, of very wide implications. No enterprise can be started 
without the government’s grant of allocations; no company can 
expand unless it is conceded additional grants of raw and auxiliary 
materials; by the cancelation or curtailment of allocations an 
enterprise may be compelled to shut down. Thus the control of 
raw material supplies operates as an indirect method of investment 
control. The fact that it extends into production control has been 
shown above, and also, by way of an example from the jute indus- 
try, it has been shown how raw material allocation and price 
control may be linked together. The German government's 
extensive use of allocation decrees is by no means due to any lack 
of power to control investments, production processes or prices; 
but, every instrument of political economy is used in every 
way imaginable, and which one is relied on to reach a goal is 
“more or less incidental.’ 

Another example may be cited to show the way in which alloca- 
tion decrees have served also as an instrument of price control. 
In April 1941 the Reich Ministry of Economic Affairs introduced 
a decree concerning the manufacture of standard textile goods. 
The purpose of this measure was to provide the masses of the 
population with work clothes of good quality but without expen- 

* Die Wirtschaftskurve, no. 2 (1937) p. 125. 
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sive trimmings. Accordingly the Administrator for the Textile 
Industry was empowered to standardize certain articles, primarily 
mechanics’ work clothes, flannel shirts and smocks. This standard- 
ization is comprehensive, extending even to the thread that is 
used, and the government grants allocations only to those com- 
panies that submit to its requirements. Maximum prices are 
fixed for the fabrics used in these articles, and only weaving mills 
that are ready to sell at or even below these prices are granted 
yarn allocations. Likewise, the fabrics are made available only to 
those finishing plants that are ready to process them at maximum 
rates or lower. The same principles apply to clothing factories and 
linen mills, provided the material is not sold by the yard. Dealers’ 
profits are also fixed by the government. There remains only one 
task for the businessman: to figure out whether he can sell under 
the conditions prescribed. If he can he has a chance to obtain 
orders; otherwise he will receive neither yarn nor fabric. 


Problems of Administration 


As for the administration of this vast system of allocations, the 
foregoing examples of procedures in different industries confirm 
the principle of decentralization mentioned at the beginning of 
this paper. The Reich Ministry of Economic Affairs leaves a wide 
freedom of action to the control agencies (Reichsstellen). This 
applies even to their budgets, since the Reichsstellen are entitled 
to cover their expenses by fees. 

In accordance with the judgment of the Reichsstellen, some 
markets were controlled early while others came in only com- 
paratively late. Some trades are rigidly controlled, others rather 
loosely. An industry composed of many thousands of companies 
is directed by generai regulations which are officially published. 
Another comprising only a small number of enterprises or even 
united in a syndicate may be controlled behind closed doors, since 
the control agencies are not required to publish their decisions. 

As the war approached, the tasks of the control agencies were 
greatly increased. The general direction changed from the pre- 
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scription of abstract rules to the administration of individual 
companies, a development making for further decentralization. 

A number of Reichsstellen established so-called distribution 
agencies (Verteilungsstellen). “The adjustment of these organiza- 
tions to the peculiarities of the different trades was entrusted, as 
a rule, to the industrial associations and cartels. In the textile 
industry fourteen such distributive agencies were established 
under the relevant sections and subsections of the organization of 
industrial self-administration. The twelve distributive agencies 
of the coal industry are directly associated with the twelve coal 
and coke syndicates, the seven distributive agencies for the paper 
trade with the cartels and syndicates of that trade. In the battery 
and anode battery industry the cartel itself has been made a dis- 
tributive agency. These organizations have little in common 
with the traditional cartel, since they have been stripped of all 
functions relating to price policy. They do, however, control and 
supervise every detail of production and distribution. 

It may be asked how coordination is achieved within such a 
widely decentralized administration, particularly since there is 
often no distinct demarcation of responsibilities. To this there 
are several answers. 

First, there is a close cooperation among the various agencies 
that place contracts or control manpower, materials, means of 
transportation and the like, cooperation either in the form of 
commissions or simply by direct contacts of the officials. “Today,” 
stated the Frankfurter Zeitung (December 7, 1941), “the qualifi- 
cation of each government official depends to a high degree on his 
ability to keep in touch with the representatives of other agen- 
cies.” The “leadership principle’’ has been abandoned in the 
German war economy, in favor of the collegial setup. 

Second, certain government agencies are entrusted with the 
special task of synchronizing the policies of the various authorities 
that place orders or are in control of labor and materials. For 
instance, Goring, as commissioner for the four-year plan, estab- 
lished in each economic district so-called ‘‘Staffs for Economic 
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Leadership” (Fiihrungsstabe Wirtschaft), which to some extent 
are personally connected with the Regional Economic Offices 
mentioned below; these staffs confer semi-monthly, as a rule, with 
all regional authorities on pending problems of industry, agricul- 
ture, labor, transportation and the like. And Todt, the late Reich 
Minister of Armament and Ammunitions, instead of setting up a 
large organization of his own, contented himself with appointing 
a representative in each military district (Wehrkreis-Beauftragte). 
The foremost duty of these deputies is to act as coordinators and 
to smooth any difficulties that arise in the armament industry. It 
is significant that the “combing-out commissions,” which shift 
labor from civilian to armament production, are presided over 
not by the chiefs of the regional employment offices but by the 
representatives of the armament minister. 

Another agency entrusted with coordinating functions, in addi- 
tion to many other duties, is the Regional Economic Office, sub- 
sidiary to the Reich Ministry of Economic Affairs. From its 
participation in the combing-out commission it is well acquainted 
with the individual companies of the district, and since it is kept 
informed on important changes in the allocation of raw materials 
it knows which companies can lay off labor and which are in 
need of it. These offices are concerned not only with coordinating 
the allocations of labor and of raw materials but also with the 
punctual delivery of simultaneously needed materials, and with 
the solution of transportation problems. 

Finally, the entrepreneurs themselves enter the picture. Al- 
though their initiative is rather limited, they are to a certain 
degree able to smooth out discrepancies arising in the placing 
of orders, the allotment of labor, the allocation of materials and 
the other areas of regulation. They have no determining voice, 
of course, but by running from agency to agency, by pleading, 
remonstrating and imploring, they play some part in keeping 
the German war economic machinery moving.‘ 


*See following page for bibliography. 
(New School Graduate Faculty Research Projects) 
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THE GERMAN “PROFIT STOP” 
OF 1941! 


BY ERNEST DOBLIN 


Iw THE course of 1941 the German Price Commissioner intro- 
duced a measure designed to do away with “excess profits.” 
Though this measure appears in the technical form of a tax its 
aims are neither fiscal nor equalitarian. Its purpose is price 
reduction. 

This “profit stop” is to be understood as part of the German 
system of price control initiated in 1936. Therefore its meaning 
and practical operation can be evaluated only in the context of 
the general treatment of profits on the one hand, and the function- 
ing of price control on the other hand. 

Profits in Germany are subject to income tax and, so far as 
incorporated business is concerned, to a corporation tax. Up to 
the outbreak of the war income tax rates varied from about 10 to 
55 percent. Corporations were taxed at the rate of 40 percent 
for larger and 30 percent for smaller enterprises. At the beginning 
of the war, however, surcharges were levied on the income tax; 
though differing in amount they increased the tax burden in 
certain brackets by 50 percent and brought the highest scale up 
to 65 percent of taxable income. In the upper brackets the rates 
are not excessively high, but as a rule they are most rigidly 
enforced. More recently corporation tax rates were increased by 
25 percent. 

No direct and general profit limitations existed before the 
introduction of the profit stop. Cash dividend payments have 
been limited, however, since 1934.2 At that time distributions in 


* This article has been prepared in connection with the Graduate Faculty Research 
Project on “Social and Economic Controls in Germany and Russia.” 

* Gesetz iiber die Gewinnverteilung bei Kapitalgesellschaften (Anleihestockgesetz), 
December 4, 1984, Reichsgesetzblatt 1936, I, pp. 1222-23. 
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excess of 6 to 8 percent were prohibited for all corporations that 
had paid out no more than this amount on the ordinary capital 
in the preceding business year. Where higher dividends had 
formerly been distributed the excess above 8 percent was to be 
invested in government bonds, to be kept in trusteeship by the 
Golddiskont Bank for later redistribution among the stockholders, 
The redistribution date, which has been extended several times, 
has now been postponed to the end of the war. 

In the middle of 1941 a dividend tax was introduced for all 
dividends in excess of 6 percent. This tax is highly progressive: 
1 percent for dividends between 6 and 7 percent, 1.5 percent for 
those between 7 and 8 percent, very rapidly increasing to 24 
percent for dividends of 12 percent and more.* From press com- 
ments it appears that the measure was initiated mainly for reasons 
of social justice, against the background of the existing wage stop.‘ 

Since the end of 1936 a ceiling has been set on all prices, with 
October 17, 1936, as reference date. Permission to increase prices 
is granted in individual instances of “legitimate” cost increases, 
these originating mainly from higher import prices or from the 
use of more expensive substitutes. Voluntary price reductions 
are invited, and in a number of instances, where the profit situa- 
tion seems to justify such a measure, price cuts are directly 
enforced by the Price Commissioner. 

This control of prices affected profits in several ways. First, any 
price increase in response to rising demand was generally pro- 
hibited. Second, excessive profits were declared the main “re- 
serve” to be used for price reductions. Third, a number of trade 
margins were fixed, and in regard to many individual products 
price-computing rules were set, based on “reasonable” rather than 
actual costs. Finally, a well elaborated system of price computa- 
tion was set up for government orders.’ This represented a 


8 Frankfurter Zeitung, May 18, 1941, and August 3, 1941. 

Economist (September 13, 1941) p. 327. 

5 Verordnung iiber die Preisermittlung auf Grund der Selbstkosten bei Leistungen 
fiir Sffentliche Auftraggeber (LSO), November 15, 1938, Reichsgesetzblatt 1938, 


I, pp. 1623-30. 
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modified cost-plus system, which disregarded some cost elements 
altogether, restricted other costs arbitrarily and granted only a 
moderate yield on the “necessary” capital; where several bids 
were made, the individual demands were averaged. 

The price ceiling regulation is still in force. In fact, at the 
outbreak of the war prices were subjected to renewed pressure, 
by a decree providing for price reductions below the ceiling price 
whenever profits did not correspond to the necessities of an 
“economy devoted to the war effort.’® 

The profit stop of 1941 is the direct outgrowth of these regula- 
tions. It replaces the method of isolated price reductions, enforced 
under the War Economy Law, by a system of regulations that aim 
at a concentrated attack on all prices at the same time. In form 
it is a tax on “excess” profits. Tax returns have to be filed with 
the Price Commissioner on the basis of balance sheets and profit 
and loss accounts. The rules for the valuation of assets differ 
from those used in the balance sheet intended for the annual 
meeting and also from those used for tax purposes. Connected 
with the tax payment is the duty to reduce prices in the future 
to an extent that will prevent the recurrence of surplus profits. 

In determining “‘basic’’ profits the German methods resemble, 
with due qualifications, the average profit method and the in- 
vested capital method of the American excess profits tax. They 
differ from the American example in being much more compli- 
cated, and in the fact that the use of the specific method is not left 
to the choice of the taxpayer. For industry a modified invested 
capital method is applied. In other fields—and also for some in- 
dustrial branches, such as the chemical industry, instruments and 
apparatus, the optical industry—a device corresponding to the 
average profit method is in force. 

In industry excess profit is regarded as the difference between 
actual profits and a computed earnings figure that consists of two 
elements: interest on invested capital; and a percentage on annual 
sales. The underlying theory is that a concern normally has a 
* Kriegswirtschaftsgesetz, September 4, 1939, Reichsgesetzblatt 1939, I, p. 1609. 
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claim to a reasonable yield on its capital, and above that to a 
reward for entrepreneurial efforts, including risk taking; the sales 
percentage is supposed to take care of this second factor. That 
the relation of capital to sales varies among different industries 
is acknowledged by allowing different sales yields, the percentage 
being higher for industries with a low rate of capital turnover. 
Corresponding differences within an industry are disregarded. 

The permitted capital yield is usually 7.5 percent on the 
“necessary” capital before interest and income or corporation 
taxes. But “necessary” capital is smaller than invested capital, as 
usually defined, and it is this difference that necessitates the third 
balance sheet, mentioned above. In this computation the net 
yield on capital comes nearer to 4.5 percent. The earnings-sales 
ratio has been given as 5 to 6 percent for industries whose capital 
turnover rate is one per year, with changes in either direction for 
industries with other capital turnover rates.’ From this it appears 
that a gross yield of 12 to 14 percent on the “‘necessary”’ capital is 
permitted. Such figures, however, are at best approximate; in- 
dividual rates are agreed upon in negotiations between the Price 
Commissioner and the “Groups” (compulsory organizations of 
self-government in the various industries). 

These basic earnings are allowed only to concerns with average 
efficiency (gute Betriebe). Standard profits of high-cost com- 
panies are subject to deductions, and highly efficient organizations 
have a claim to an additional yield of 1 or 2 percent on their sales, 
even more in exceptional cases. The classification of efficiency 
and the size of the additions and deductions are a bargaining 
matter between the company and the price regulating authority. 

In wholesale and retail trade excess profit is regarded as the 
difference between actual profit and “peacetime” profit. The 
reference year for the retail trade is 1938, but the wholesale trade 
has the choice between either 1937 or 1938 or the average of 
1936-38. An increase in sales since the reference year entitles a 
concern to a proportionate increase in non-taxable profits, but 


7 Frankfurter Zeitung, July 27, 1941. 
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only up to 25 percent of the basic figure. Small companies with 
profits of less than 6,000 marks are supposed to use the surplus 
income directly for price reductions, without paying the tax or 
filing returns. This and certain other regulations exclude some 
70 percent of the existing 800,000 companies of this group from 
the category of taxpayers under the profit stop. 

At the outset of price control cartel prices were subject to 
special treatment. The smoothly functioning machinery of cartels 
proved very helpful for government price control. Since profit 
limitations for individual members would have destroyed the 
highly desirable price uniformity, it was decided to fix cartel 
prices under the profit stop on the basis of the costs of an “effi- 
cient’’ concern, thus automatically avoiding surplus profits for 
the majority of the cartel members. Cartels had to submit pro- 
posals for appropriate price reductions to the Price Commissioner 
by September 1, 1941. 

Surplus profits are, in principle, taxed away. In some instances, 
however, the Price Commissioner may leave the profit for price 
reductions beyond the amount otherwise necessary, or for specific 
purposes such as plant extension for war production. 

As a general rule the two issues, price reduction and taxation, 
must be kept strictly separate. A tax was chosen with regard to 
the past profits of 1940 because prices could not be reduced post 
festum. For the future the Price Comissioner demanded a price 
policy that would prevent from the outset the emergence of 
surplus profits. 

No rule is given with regard to the size of price reductions in 
relation to the excess profits. It is up to the businessman to see 
to it, in his month-to-month decisions, that he keeps prices so low 
as to earn no more than the annually permitted standard profit. 

Data on the effect of this regulation are only fragmentary. It is 
known that step by step industry, trade, handicraft, hotels, res- 
taurants and the professions have been brought under the rule, 
and that finally an attempt was made to include also banking.® 


8Ibid., November 16, 1941. 
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Price reductions have occurred. One of the widely publicized in- 
stances was a cut in aluminum prices, which had been unchanged 
since 1937, from 137 to 132 marks per kilogram in the middle of 
1941.° It is worth noting, however, that the German newspapers 
in 1941 did not refer to reductions of prices on a broad basis. 
Price cuts seem to have been moderate, or fully compensated by 
officially permitted price increases. The wholesale price index 
remained almost stable over the whole year. With 1929 as 100 this 
index was 81 for January to March, and 82 for each month during 
the remainder of the year; it rose to 83 in January 1942. Move- 
ments in the subgroups (1913 = 100) are equally slight: a constant 
figure of 100 in each month up to August and a rise to 101 in 
September for the group of industrial raw materials and semi- 
finished products; oscillations within the range of 132-133 for 
industrial finished products; a rise from 111 to 114 in agricultural 
prices up to August, and back to 113 in September, partly in accord- 
ance with seasonal variations, which are permitted in the German 
price fixing scheme.” 

The financial yield of the measure was extremely small at the 
beginning, although excess profits were supposed to be auto- 
matically turned over to the authorities, whether or not returns 
had already been filed. In the April-September period the yield 
amounted to roughly 0.4 percent of total tax revenues," which is 
no more than 60 million marks. Later reports, however, state 
that a yield of about | billion marks is expected for the full finan- 
cial year.’ 

The technique of the profit stop is obviously highly compli- 
cated, much more so than any previous measure in the field of 
price control. Its arbitrariness was beyond the limits that public 
opinion had become used to. There were frequent assurances 


® Foreign Commerce Weekly (August 9, 1941) p. 16. 

10 Data for the combined index supplied by League of Nations Economic Section, 
Princeton, New Jersey; data for the subgroups, not available after September, from 
Federal Reserve Bulletin. 

11 Economist (November 29, 1941) p. 654. 

12New York Times, December 27, 1941, p. 27. 
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that the Price Commissioner would not take a “petty attitude,”* 
that the established standard earnings were a rough guide rather 
than a strict computing rule“ and that the authorities would put 
“emphasis on elasticity” in the administration of the matter.’ 
On the other hand, after the returns had been filed the Price Com- 
missioner complained that in no instance had concerns voluntarily 
made the suggested deductions for less than average efficiency, 
even when it was clear that they worked under subnormal cost con- 
ditions.*® 

The general dislike of the profit stop’’ has led to substantial 
changes in the short time of its existence. The development 
appears to have been as follows. 

First, new profit limitations were introduced in November 
1941. For the manufacturing industry the computed basic earn- 
ings figure was reduced by 20 percent; where excess profits were 
established by comparison with actual profits of a peacetime year, 
these peace profits were cut by 10 percent.*® 

Second, profits arising from government orders were exempted 
from the profit stop rule. This change resulted from an alteration 
of the price-computing rules established in 1938 for that type of 
work.'® Although averaging of the individual costs had been 
provided for in those regulations—a feature originally praised as 
their main advantage—it is now stated that orders were actually 
granted on the basis of individually computed prices.” The new 
modified rules established the final price on the basis of the costs of 
an efficient plant, a procedure that automatically eliminates excess 
profits for less efficient concerns. Profits of the lowest-cost pro- 


* Frankfurter Zeitung: February 16, 1941, “Vom Preisstop zum Gewinnstop”; May 
20, 1941, “Der angemessene Gewinn.” 

“ Ibid., October 1, 1941, “Die Gewinnerklarung.” 

* Ibid., November 21, 1941, “Die neue Phase der Preispolitik.” 

““Ibid., November 30, 1941, “Kiirzung der Gewinnmassstabe.” 

‘' Ibid., September 10, 1941, “Der Weg der Gewinnbeschrankung.” 

‘8S Tbid.: November 16, 1941, “Gewinnkontrolle und Kaufkraft”; November 30, 
1941, “Kiirzung der Gewinnmassstibe.” 

* See footnote 5, above. 

* Frankfurter Zeitung, November 21, 1941, “Die neue Phase der Preispolitik,” 
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ducers and those arising from rationalization of high-cost plants 
are regarded as “efficiency premiums,” corresponding to those 
profits which entitle a concern to higher tax-free earnings. Thus 
the new provision closed a wide field for the profit stop." 

Third, at the beginning of 1942 the Price Commissioner, who 
had been in office since the introduction of the price ceiling in 
1936, was replaced. He did not receive the customary letter of 
thanks, and the step was interpreted as dismissal in disgrace. Since 
he was instrumental in introducing the profit stop his fall seemed 
to reflect a change in economic policy from the basic concept of 
the profit stop toward more “capitalistic” forms.” 

Finally, the very essence of the profit stop was destroyed by a 
reform introduced in April 1942,** which completely separates 
price reduction and profit taxation and reduces the tax burden 
considerably. The scope of the profit stop measure is limited to 
concerns with profits of 30,000 marks or more, excess profits are 
defined as profits exceeding those of the financial year 1938 by 
more than 50 percent, and only part of the excess is taxed away. 
“Extraordinary” factors affecting the basic profit or the excess 
profits are to be given due consideration, and profits from military 
orders at Group | prices, or corresponding types, are exempted. 
Half of the tax amount may be kept within the concern of the 
taxpayer for acknowledged expansion purposes or in cases of 
great hardship. Price reductions are supposed to continue,” but 
by specific action of the Price Commissioner rather than in the old 
form of a semi-automatic consequence of profit tax payments. 


* Shortly afterward the rule was changed again: concerns were classified into 
efficiency groups, and corresponding group prices were established, the group with 
the lowest price (Group 1) being free from the profit stop tax and _ receiving 
priority in raw material and labor allocations. By March 1942 several hundred 
important armament goods had been brought under this system (Deutscher 
Volkswirt, March 20, 1942, p. 797). 

22 Economist (February 14, 1942) p. 226. 

*° Gewinnabfuhrungs Verordnung, March 31, 1942, Reichsgesetzblatt, I, p. 162, 
published in Hamburger Fremdenblatt, April 10, 1942. 

** Frankfurter Zeitung, April 16, 1942. 
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ON THE POSTULATES OF 
ECONOMIC THEORY 


BY FELIX KAUFMANN 


I 


Soctat science finds itself in the unpleasant role of a problem 
child, with a brilliant elder sister, physics, the queen of natural 
sciences. ‘The standard of the achievements of physics is set, and 
it has to be explained somehow why the social sciences are unable 
to compare with it. The explanations offered may be divided 
into two classes: those declaring that social scientists have erred 
in not consistently applying the methods which have proved so 
successful in the natural sciences; and those asserting, on the con- 
trary, that these methods are applicable in the social field only 
to a very limited extent, and that results must not be judged by a 
standard related to inappropriate methods. For lack of a better 
name we shall call the proponents of the first view naturalists, 
and their adversaries anti-naturalists. 

The naturalists make three main points, closely interrelated. 
The first of these is that social science should cease appealing to 
introspection or to a mysterious faculty of understanding as a 
source of knowledge. Psychic acts of these types, even if it be 
granted that they bear subjective evidence, are not accessible to 
objective control, the lifeblood of scientific inquiry. 

The second main point made by the naturalists is that the two 
pillars on which natural science rests are experimentation and 
mathematics, the former being the most perfect type of inductive 
inference, the latter of deductive reasoning. Social scientists 
should proceed along similar lines. Only by so doing may they 
expect to discover strict laws to replace the rules of thumb pre- 
vailing now in the various fields of social research. 

And finally, the third point is that social science must become 
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value-free, as physics has been since the time of Galileo. To 
incorporate value judgments into a science means to spoil it by 
prejudices and wishful thinking. 

The anti-naturalists reject these theses. Their argument em- 
phasizes the fundamental difference between human _ behavior 
and strictly defined physical events. 

It has become customary to look upon the fundamental metho- 
dological problems in the social sciences in terms of this con- 
troversy between naturalists and anti-naturalists; everybody 
participating in such discussions is expected to unfurl his banner 
and shout his battle-cry. But it can hardly be expected that these 
polemics will lead to a final settlement of the issues at stake, for 
the arguments and counter-arguments have been spoiled by erro- 
neous preconceptions regarding the meaning of objective knowl- 
edge, the character of empirical testing, the relation between pure 
mathematics and applied mathematics, the meaning of value 
judgments, and various other topics. 

Once these fallacies are removed, the fight has lost its sting. 
Then it no longer seems advisable to put the issue into the form 
of the dilemma: unity of science under the hegemony of physics; 
or autonomy of the social sciences. Instead it becomes proper to 
ask, first, what is the methodological pattern common to all 
empirical sciences, and second, how can the different methods 
of the natural sciences and of the social sciences be distinguished 
within this pattern? Further, if the method of a particular social 
science is under consideration, its peculiarity should be deter- 
mined within the methodological pattern common to all social 
sciences. It thus becomes possible to arrange methodological prob- 
lems according to their levels of generality, which is of substantial 
help in their analysis. 

In doing this one discovers not infrequently that controversial 
methodological issues supposed to be specific to a particular 
empirical science are at bottom problems of the logic of empirical 
science in general. This applies to the issue to be dealt with here — 
the nature of the basic postulates of economic theory. 
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II 


A recent controversy between T. W. Hutchinson and F. H. 
Knight’ may serve as the starting point of this analysis. Mr. 
Hutchinson’s argument, in summary form, is as follows. Eco- 
nomic theory rests on postulates for which necessity or a priori 
truth is claimed. Propositions about reality cannot, however, be 
necessarily true. Testing is the very heart of scientific procedure, 
and no proposition is safe from being falsified in such a test. This 
has been definitely realized in the natural sciences, but unfortu- 
nately not so fully in the social sciences in general, or in economics 
in particular: the economist engaged in pure theory still believes 
that there are principles and methods in his science which are 
beyond any possible refutation by empirical tests. To prove his 
point Mr. Hutchinson analyzes the idea of necessary propositions 
in economics, the meaning of “law” in economics, the ceteris 
paribus clause, the fundamental maximum principle and the 
interrelated concepts of perfect expectation, rational conduct and 
equilibrium. His result may be formulated by paraphrasing a 
famous dictum of Einstein, quoted by Mr. Hutchinson: as far 
as the propositions of economics are about reality they are not 
certain, and as far as they are certain they are not about reality. 

What then, according to Mr. Hutchinson, is economic theory 
good for? Quoting his own words: “ ‘Pure theory’ affords us a 
sharp clear-cut language or system of definitions with which to 
approach the problems which the facts of the world raise. Just 
as theoretical physicists and astronomers have the task of explain- 
ing everything we say by implication if we assert the law of gravi- 
tation, so theoretical economists have the task of explaining what 
we say by implication if we assert the various assumptions of 
economic analysis” (p. 34). “A sharply and clearly defined system 
of concepts enables sharp and clear answers to be obtained from 
empirical investigation. The ‘man in the street’ asks whether 


1See T. W. Hutchinson, The Significance and Basic Postulates of Economic Theory 
(London 1938); the criticism by F. H. Knight, in Journal of Political Economy, 
vol. 48 (February 1940); and Hutchinson’s reply and Knight's rejoinder, ibid., 
vol. 49 (October 1941). 








382 SOCIAL RESEARCH 


‘wages’ have risen since 1920, and getting four or five different 
answers, concludes that ‘one can prove anything by statistics,’ 
This is quite a correct conclusion if one is proceeding without 
sharply defined concepts. An economist distinguishing between 
‘money’ wages and ‘real’ wages, wages per hour and wages per 
month, can squeeze the maximum of definiteness and clarity out 
of the available statistics” (p. 35). 

We shall examine later to what extent this interpretation of 
the significance of pure economic theory for the description of 
economic reality may be regarded as adequate. For the moment, 
in order to understand Professor Knight’s reaction, we have to 
stress an essential feature of Mr. Hutchinson’s approach. His 
arguments pertain to the fundamentals of empirical science in 
general. He holds that the issues at stake in the controversies 
over the meaning and significance of economic theory are, at bot- 
tom, concerned with general methodological principles invariant 
with respect to the subject matter of science. These principles 
can be and have to be made explicit by an analysis of natural 
science, particularly of physics, and then applied to any empirical 
science whatsoever. 

That is a thesis to which Professor Knight is strongly opposed. 
He holds that the analogy drawn between the method of natural 
science and the method of economics is thoroughly misleading 
and that it has its root in the naturalistic preconceptions of the 
positivistic doctrines on which Mr. Hutchinson leans. Once the 
scope of economic science is understood one can no longer claim 
that propositions in economics should be tested as propositions 
are in natural science. He summarizes his argument in his 
rejoinder:* “The reason for the difference in the character of 
economic and natural-science data is obvious. Propositions about 
economic behavior relate to purposiveness in human behavior and 
depend for their meaning upon knowledge of its purposive char- 
acter which we have to assume is absent from physical ‘cause and 
effect,’ where effort and, especially, error are not involved. And 


* Loc. cit., pp. 752 ff. 
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it is obvious that we do not know the purposes or motives of 
human behavior by inference from the observation of behavior 
itself in at all the same sense in which we infer positive empirical 
laws as properties of behaving material. The fact that human 
behavior is affected by error (as physical process is not) neces- 
sarily means that there is a divergence between the formula or 
positive law which describes economic behavior and that which 
describes its purpose, motive, or intent. And in this contrast 
centers the primary interest in economic principles. It is their 
function to describe an ideal, not the reality; and it is an ideal for 
social policy and not only the pattern to which the individual 
wishes and tries to conform. These propositions of course cannot 
be tested; they can only be submitted to the judgment of ‘com- 
petent and trustworthy’ observers of ‘facts’ which are common to 
the experience of reasonable men. That is, they are subject to 
no test except that of agreement among the members of such a 
community of discourse.” 

We have here before us, if somewhat revised, a methodological 
issue which has troubled economists since the days of Karl Menger 
and Gustav Schmoller, even since those of Ricardo and Malthus. 
But we are today in a better position to deal with it. 

In what follows I shall try to validate the following contentions. 
First, Mr. Hutchinson, while rightly emphasizing that there can 
be no necessary statements about economic reality, has not com- 
pletely clarified the significance of pure theory. Second, he is right 
in assuming that the methodological problems involved are to a 
great extent common to all empirical sciences, yet this view does 
not involve blotting out the borderline between natural sciences 
and social sciences in accordance with doctrines of radical be- 
haviorism or physicalism. Third, the logical analysis of a method 
applied ought to be carefully distinguished from the arguments 
offered in support of its application; failure to do this is largely 
responsible for methodological controversies not only in eco- 
nomics but also in other fields of research. Fourth, the connota- 
tion of value which the term “ideal” carries with it, particularly 








384 SOCIAL RESEARCH 


when used in social sciences, has no bearing on methodological 
problems in the strict sense. My chief point will be that an am- 
biguity of the concept of law, to be found in physics as well as in 
economics, is at the root of this methodological controversy. 


III 


Some remarks about the logical structure of empirical science are 
required at the outset. If empirical science be conceived as a 
perfect deductive system, according to the rationalist’s ideal, we 
shall not envisage the problems with which we are concerned. To 
grapple with them we must turn to the process of scientific in- 
quiry, a process that goes on indefinitely in accordance with ac- 
cepted rules.® 

A scientific procedure is, from the viewpoint of the logician, a 
process of classifying and reclassifying propositions by placing 
them into one of two disjunctive classes: propositions belonging 
to the corpus of the science under consideration; and propositions 
not belonging to it. A prior selection is made by defining the 
subject matter of a science, and a selection in the strict sense re- 
lates only to propositions within this frame. It may be a positive 
or a negative selection, that is, a proposition may be incorporated 
into or eliminated from the corpus. In either case we may speak 
of a scientific decision. Now it is regarded as essential for science 
that a scientific decision must not be arbitrary; grounds must be 
offered for it. This means that “correctness of a scientific de- 
cision” is defined in terms of rules stating under what conditions 
the incorporation of a given proposition into, or its elimination 
from, a given science is permitted or even required. 

To test a proposition may, accordingly, mean two different 
things: if the proposition does not belong to the science the test 
is made to decide whether it can be or must be incorporated; if the 
proposition belongs to the science the test is made to decide 
whether its elimination is required. It is essential for empirical 


® See Felix Kaufmann, “The Structure of Science,” in Journal of Philosophy, vol. 
38 (May 1941) pp. 281-93. 
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testing that it is in some way related to observation, with this term 
used in the broadest sense, to include self-observations and ob- 
servations of the behavior of fellowmen. Analysis of the meaning 
of “observation of a fellowman’s behavior” is a difficult task. 
There are implicit assumptions involved, the consideration of 
which by behaviorists would make them realize the difference be- 
tween observing physical events and observing human behavior. 
But this problem cannot be dealt with here. In applying the 
present general remarks about empirical procedure to the concept 
of empirical law it is necessary to presuppose facts as given—social 
as well as physical facts. 

It is usually stated that empirical laws are found, that is, in- 
corporated into science, either by induction or by deduction, but 
this formulation is somewhat misleading. By deducing a proposi- 
tion p from other propositions belonging to a given science S we 
do not change the corpus S but only make clear that p belongs to 
it. Incorporation of p into S as the result of an inductive process 
does, however, mean a change in the corpus of S. If a law is 
accepted in science there may be forecasts derived from it com- 
bined with singular propositions. The law is the major premise, 
the singular proposition the minor and the forecast the con- 
clusion. These forecasts will be put to an observational test, and 
if they are not fulfilled, then, granting the minor premise, the 
major must be wrong. We say that it has been falsified by the 
observational test. The falsification of a law by an observational 
test involves, then, two simultaneous changes in the corpus of 
science: a singular proposition asserting the observational fact is 
incorporated; and the universal proposition incompatible with it 


is eliminated. 

It is frequently overlooked that this procedure is not a logical 
consequence of the principle of contradiction alone. While this 
principle states the impossibility of two incompatible propositions 
belonging to a science at the same time, it does not contain any 
prescriptions as to which should be given preference. In the 
struggle between Galileo and his scholastic opponents this prefer- 
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ence was the fundamental issue. He who states that certain as- 
sumptions as to the course of events—arrived at either by pure 
reasoning upon a perfect cosmos or by interpretation of the sacred 
books—are beyond refutation by an observational test, does not 
contradict himself. Yet he does not play the game of empirical 
science. There observational facts are regarded as cornerstones of 
all knowledge. This has been made sufficiently clear by now, and 
if the controversy concerning the nature of scientific laws involved 
nothing else the methodologist would not need to worry about it 
any longer. Unfortunately this is not the case. We shall soon 
discover this when we analyze the ceteris paribus clause, which 
plays a decisive role in the procedure of empirical science, whether 
explicitly mentioned or not. 





IV 


When we conceive of an empirical law as a universal synthetic 
proposition we imply that it states invariant relations between 
facts. What, then, can it mean to add to it the ceteris paribus 
clause? It certainly cannot mean that the whole world situation 
should be equal at two different times, for this is impossible. It 
can mean only that a number of factors should be equal. If this 
is realized it is easily seen that the clause may be interpreted in 
two different ways. 

It may or may not be assumed that all the factors supposed to 
be equal are determined. If it is assumed that they are deter- 
mined, then the empirical character of the law is not affected by 
adding the formula, though the law lacking the clause must be 
distinguished from the one containing it; the latter excludes 
fewer possibilities than the former or, in other words, is implied 
in the former without being identical with it. The Boyle- 
Mariotte law, for example, states that the volume of a gas varies 
inversely with the pressure working upon it. If we add the 
ceteris paribus clause, and, for the sake of simplicity, suppose the 
cetera to include temperature only, then our statement will be: 
temperature remaining constant, volume will vary inversely with 
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pressure. This proposition asserts less than the former. It is 
then misleading to say that a law is valid under certain conditions 
and only under these conditions. What is meant thereby is that 
not the proposition itself but a more restricted one is accepted. 

We shall now examine the second case, in which ‘‘cetera’’ is 
meant to include an indefinite number of undetermined factors. If 
the ceteris paribus clause is understood in this sense, a statement 
containing it loses its empirical character. This point has been 
stressed by a number of writers, including Mr. Hutchinson. He 
analyzes the example: “If the price at which a good is sold rises, 
ceteris paribus the amount of the good demanded declines.’* This 
sentence, he argues, can be interpreted in two different ways: 
either as an empirical generalization, or as a tautology. In the first 
case it is necessary to state precisely what is meant by “cetera.” 
Then “the intention of the assumption obviously is to lessen the 
falsifiability of the too often falsified generalization ‘If the price 
of a good rises the amount sold declines’” (p. 41). He declares, 
however, that such a precise definition of the meaning of “cetera” 
will hardly be found in economic theory, and that economic 
theorists like Karl Menger treat propositions containing ceteris 
paribus clauses more frequently as analytical-tautological proposi- 
tions. Our example, if understood in this sense, asserts nothing 
about the relation of the economic facts, rise in price and level 
of demand, but makes explicit a presupposed relation between 
the definitions of the terms “rise in price” and “amount de- 
manded.” Such a proposition is indeed empirically irrefutable, 
but only because it is without factual content. 

Mr. Hutchinson is right in emphasizing here and throughout 
his book how important it is to distinguish between empirical 
propositions and analytical propositions. ‘Two centuries have 
passed since David Hume’s Treatise appeared, but we are still far 
from immune to the fallacy of confounding matters of fact and 
relations of ideas. Still it seems to me that Mr. Hutchinson has 
not come to the root of the methodological problem involved. 


‘Op. cit., p. 41. 
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Closer analysis reveals that the ceteris paribus clause is a way of 
formulating a heuristic postulate, a methodological program. Ap- 
plied to our example this program may be stated as follows. 

In an economic analysis of changes in the amount of demand 
for given commodities one should first try to explain such changes 
by a correlation with preceding changes in the price of the com- 
modity. If it turns out that an increase or decrease in the demand 
was not preceded by a change in price in the opposite direction, 
we shall have to seek an explanation of this fact. In doing so we 
shall try to find an explanation in terms of factors known to be 
relevant in similar cases, such as changes in the average income 
of the typical consumers of this commodity or changes in the 
prices of substitutes. The program of explaining changes in the 
demand for commodities should not be regarded as fulfilled unless 
all the factors governing the exceptions are given. 

It should be noted that within this program ‘disturbing factors” 
already discovered and those still undiscovered are treated equally, 
for they are assigned similar functions in the required explana- 
tion. That is the reason why they are not properly distinguished 
in the ceteris paribus clause. Failure to discriminate between 
them may, however, have serious consequences in the prediction 

of economic events. It may lead the economist to make forecasts 
about changes in the demand for commodities on the basis solely 
of changes in the price of this commodity, without taking into 
account other economic or non-economic data relevant to the 
forecast. When it turns out that this prediction was wrong he 
may be inclined to point to the disturbing factors in order to 
exculpate himself. But the influence of such disturbing factors 
need not have been—though it may have been—unpredictable in 
the situation in which the forecast was made. If it was predict- 
able he can rightly be blamed for not having considered them. 


This way of referring to disturbing factors was bound to lead to 
a strong reaction against theoretical economics in the historical 
and institutionalist schools. We shall have to admit that it was 
in some respects a sound reaction, Its exponents overshot the 
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mark, however, by not realizing that such errors cannot be im- 
puted to the methodological program of economic theory itself, 
but only to its erroneous interpretation. One may even say that 
such errors were committed in spite of this program. 

The method of isolating a small number of factors, analyzing 
the relations between them and making these relations the back- 
bone of a theoretical construction is indeed common to all em- 
pirical sciences which are not merely descriptive. Francis Bacon’s 
advice to dissect nature suggests such an isolation, and Galileo’s 
and Newton’s work is the most striking proof of the soundness of 
this advice. They have been as vigorously attacked for being too 
abstract as the theoretical economists in our day. Galileo was 
blamed for confounding such different movements as the swim- 
ming of fish and the flying of birds, and Newton for transiorming 
living nature into a corpse. But no one was better aware than 
Galileo that the method of isolation needed a method of synthesis 
as its counterpart. It is just as well for the theoretical economist 
as for the theoretical physicist to produce semi-finished goods. 
But he is in greater danger than the physicist of mistaking them 
for and selling them as finished goods. The danger can be avoided 
only by carefully discerning between heuristic postulates on the 
one hand and empirical laws on the other. 


Vv 


This point is, I think, at the very core of the controversy about the 
nature of laws in economics. I shall expound it by referring to an 
example from physics, Galileo’s law of falling bodies. In consider- 
ing the status of this law the logician may ask how it can be said 
to be valid if empirical tests show in the great majority of cases 
that falling bodies do not behave in accordance with it. The 
usual answer will be that the law is true only under certain con- 
ditions, that is, the condition of empty space. 

But, as was already emphasized, the logician cannot feel satis- 
fied with this interpretation. In his view a law is a universal 
proposition stating that facts of the kind f, will never occur with- 
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out facts of the kind f, occurring as well. It is of its very nature to 
state invariances with respect to all factors not referred to in the 
law itself. To say that a proposition is true only under certain 
conditions is tantamount to saying that it is false. This leads us 
to the realization that the so-called empirical testing of physical 
laws of the type of Galileo’s law of falling bodies is in fact a testing 
of more restricted laws. The restrictions are implied in the ad- 
ditional conditions which the experimenting physicist considers 
relevant for his test. 

But this is not yet the whole story. We must take into account 
too that not even a negative result of the test of the restricted law 
would necessarily imply that the more general law loses all signifi- 
cance for scientific procedure. In our discussion of the ceteris 
paribus clause we pointed out that this clause may still indicate 
a certain line of research to be followed, that is, it may still 
function as a heuristic postulate. But we should never forget that 
a heuristic postulate as such is a convention, not a proposition 
belonging to the corpus of a science. Such a convention may have 
to be replaced by another if it does not lead to the desired results, 
and accordingly it may be affected by the negative outcome of an 
empirical test. But it cannot be directly falsified by it. 

In order to find out whether a given sentence is to be under- 
stood as an empirical statement or as a heuristic postulate in a 
certain context of scientific inquiry one has to make clear whether 
or not its falsification by an empirical test is considered possible. 
Discussions concerning the nature of the most general principles 
of classical physics, particularly the principle of the conservation 
of energy, by conventionalists like Henri Poincaré or Eddington 
and their opponents reveal a striking similarity to the contro- 
versies concerning the nature of the principles of economics. If 
the latter are examined in the way indicated it turns out that they 
are almost always to be understood as heuristic postulates. 

This state of affairs has been obscured, however, by a sort of 
wishful thinking, in other words, by the desire to justify the 
method employed on ultimate grounds. Thus a principle of the 
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uniformity of nature is invoked in order to justify inductive infer- 
ence, a principle of the compensation of chance to justify the 
application of probability mathematics in empirical science, a 
principle of causality to justify the decision not to regard any 
event as unexplainable, and a principle of free will as a justifica- 
tion for not insisting on the explanation of every fact in psy- 
chology or in the social sciences. 

In traditional economics, if conceived as an empirical social 
science, the problem is to explain or predict human behavior of a 
particular kind, man’s behavior in exchanging goods. For sim- 
plicity’s sake we may presuppose a money economy. Then in 
order to predict or explain the behavior of a seller or buyer in a 
market we should, first, try to find out what price he would charge 
or be ready to pay for a unit of the good under consideration, if 
he were (a) resolved to get as much as he could for what he gave 
away, (b) as well informed as possible about the market situation, 
and (c) able and ready to apply this knowledge correctly in fore- 
seeing future economic situations relevant to his transaction. And 
second, we should have to consider what motives conflicting with 
the profit motive, and what limitations of the knowledge and in- 
tellectual capacity of the buyer or seller, should be noted. 

Economic theory in the strict sense is confined to the execution 
of the first part of the program. To prove its adequacy a funda- 
mental principle of human behavior is invoked, which is, to quote 
J. S. Mill,® that ‘“‘man is a being who is determined, by the necessity 
of his nature, to prefer a greater portion of wealth to a smaller one 
in all cases.” Much has been written to show that this principle, 
if understood as a statement about reality, does not hold uni- 
versally. But in acknowledging this one does not have to declare 
that the approach of theoretical economics is inadequate. As a 
matter of fact it can hardly be denied that the profit motive does 
play a big role in most exchange transactions. And this is a good 
reason for starting investigations of such transactions with the 


* Essays on Some Unsettled Questions of Political Economy (3rd ed., 1877) pp. 
138 ff. 
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theoretical construction of a behavior governed by this motive 
alone. This, by the way, is the point made by Mill in the article 
just quoted. 

But to say that there are good reasons for the adoption of a 
certain method of inquiry is obviously different from declaring 
that the adequacy of this method can be derived from the very 
nature of the objects of inquiry to which it is to be applied. Nor 
do we need the invocation of an ideal of perfect foresight to justify 
the precept that we should try to find out how a man governed 
only by this motive would act in the market, if he had the best 
knowledge available of the market situation and the ability to 
make the best out of it. In the explanation of past economic 
behavior, where the facts to be weighed by the economic subject 
have already occurred, the economist will examine how the 
economic subject should have acted if he had possessed accurate 
prevision. In the prediction of economic behavior, on the other 
hand, the economist will make assumptions as to how a well 
informed and prudent man, though not an omniscient being, will 
judge future events relevant to the economic decision concerned. 

Following Professor Morgenstern, Mr. Hutchinson has rightly 
stressed that the idea of perfect foresight, if applied to social 
economics, leads to an antinomy. Hardly anybody would contend, 
however, that the method of economic science is bound to lead 
to contradictions. Not the method itself is wrong, but its inter- 
pretation, which has been led astray by the desire to give a priori 
reasons for the adequacy of the method. 


VI 


Mr. Hutchinson might be ready to agree with the above, but 
Professor Knight may be expected to object on the following 
grounds: the whole argument is based on the assumption that 
economic theory deals with factual human behavior; this assump- 
tion is erroneous, for economic theory deals with ideal human 
behavior; deviations from rational behavior are to be explained 
by the psychologist or sociologist, and they are as little the 
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concern of the economist as errors in thinking concern the logician. 
This, in a slightly modified form, is the well known thesis that 
economics is a normative science like ethics or grammar or 
jurisprudence. To appraise it some words must be said about the 
meaning of normative science. 

Speaking broadly, the problem in a normative science is to find 
out whether given behavior is in accordance with given norms, 
for example, whether a certain way of speech is grammatically 
correct or whether a certain business transaction falls under the 
anti-trust law. It can easily be seen that the connotation of value 
borne by the term “norm” is irrelevant to our problem. The 
problem is simply to find out whether given behavior can be 
subsumed under a given definition. 

By “given” behavior one may understand behavior of a certain 
kind, whether actual or not. The jurist, for example, may analyze 
an actual case as a judge or a hypothetical case as a student. In 
the first case the problem can be divided into two parts: the 
description of the factual behavior by which the potentially 
relevant properties are determined; and the logical analysis, which 
should make clear whether behavior of this kind falls under the 
given definition. Only the first of these two steps, which does not 
pertain to the norm, is concerned with real events. 

Our result is, then, that the logical core of the so-called norma- 
tive method is the analysis of definitions. It is not confined to any 
particular kind of subject matter. 

As soon as we realize this the question is bound to arise, how 
can definitions be of any help in empirical science, apart from 
making simpler linguistic formulations possible? A definition is 
a convention according to which a term can be substituted for 
a set of other terms. How, then, can it help in any way to increase 
our knowledge of reality? The answer is, it is not the definition 
itself that matters in this respect, but the assumption, implicitly 
connected with it, that the meaning to which the definition refers 
is significant in the context of research. One need only refer to 
” “electrodynamic 


such terms as ‘mechanical equivalent of heat, 
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field,” “atomic weight,” to realize this. To make it clear for 
economic theory the concept of “marginal utility” may be taken 
as an example. This concept is all the more significant since it is 
often held to be logically implied in the concept of “rational 
behavior of an economic subject.” 

There are many heuristic postulates related to this concept, of 
which only a few need be mentioned. We may assume that the 
degree of significance (or the value) assigned to a unit of a particu- 
lar commodity by the economic subject depends upon the use 
he intends making of it. We may assume, further, that the 
economic subject has a plan of consumption in the frame of which 
his different wants are given definite places in a scale of im- 
portance, and that he will assign to each additional unit of a 
commodity the function of satisfying the most important want 
not yet fulfilled which it can satisfy. To arrive at conclusions 
about typical preferences we should take into account the basic 
needs common to all men, such as food, clothing, shelter. We 
should also consider the fact that many commodities, as far as 
a particular use of them is concerned, are replaceable by other 
commodities; that many uses of commodities are in combination 
with other commodities; that the satisfaction derived from a 
particular kind of use of a commodity will often decrease with 
frequent repetition of it. 

When it comes to the valuation of capital goods there is the 
further precept that any attempt at such a valuation should 
include a listing and ranking of the consumer goods for the 
production of which the capital goods may be used. Then we 
should determine what loss in consumer goods would result from 
the lack of one unit of the capital good under consideration. 
Attention should be given in this context to the technical com- 
plementarity and substitutability of capital goods in particular 
productive combinations. 

From the viewpoint of the logician these precepts are definitions 
of “correct methods of inquiry.” In calling them norms or 
heuristic postulates one implies that the economist will do well to 
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adopt the way of inquiry indicated in them. The usual formula- 
tions, however, make it seem as if they were assertions about the 
behavior of economic subjects. The underlying idea is that if 
both a rational end of economic behavior and the correct means 
to be applied to the promotion of it are predetermined—with the 
result that every deviation from these standards, either in setting 
goals or in the attempt to reach them, can be regarded as an 
error attributable to human weakness—then the method of 
economics dealing with ideal, perfectly rational behavior is a 
priori justified. These standards are to be discovered by an 
analysis of motives which are given with absolute certainty by 
introspection. 

No harm is done by this conception so long as, but only so long 
as, one does not attempt to press empirical science into the 
procrustean bed of such a preconceived scheme. Appeal to the 
“absolute certainty of introspection” can aid just as little in an 
attempt to find a priori truths about economic reality as does 
appeal to the absolute certainty of the intuition of space in an 
attempt to discover a priori truths about physical reality. 

To state this does not mean to confound economics with physics. 
There are, of course, most significant differences. The analysis 
of motives, of ends and means, and preferences and errors, most 
important in economics, has no place in the natural sciences. But 
while the methodologist should fully recognize the disparity 
between ideals in physics—for example, that of a perfectly rigid 
body or a perfect gas—and ideal types (in Max Weber’s sense) in 
the social sciences, he should not overlook the structural similarity. 

Thus we have returned to the point from which we started, 
emphasis on the stratification of methodological problems and 
the basic layer of problems common to all empirical science. The 
social scientist who is concerned with such problems in his 
particular field of research may find that he cannot afford the 
roundabout way of dealing with issues of general methodology. 
In many cases, however, such roundabout ways would turn out 


to be productive in the long run. 





MORE ON THE 
HERMANN GORING WORKS! 


Tue foundation and the first period of expansion of the Hermann 
Géring works were described in Social Research in February 1941, 
Since chen this combine, which Marshal Goring had promised to make 
“the greatest industrial enterprise in the world,” has continued to 
strive toward that goal. In a statement on German public holdings 
as of August 1941 the value of the Hermann Géring works was set at 
1.3 billion marks,? or about double the capitalization reported in 
January 1941. Because of the dearth of information available here 
it is not possible to give a satisfactory explanation of this difference, 
but a continued expansion can be traced in several directions. A 
German source® indicates that the Hermann Géring works have taken 
over various industrial plants in Upper Silesia, which presumably 
refers to Polish Silesia. And an English source* reports that in the 
Nazi-unified industrial district of the east, which combines Upper 
Silesia, the Olsa territory and Dombrova, wartime industrial develop- 
ment is almost exclusively in the hands of state-owned concerns, par- 
ticularly the Hermann Goring works. 

After King Carol had been overthrown and General Antonescu had 
delivered Rumania to the Nazis, the second largest steel and armament 
combine of the country, the Malaxa concern, followed the way the 
Reshitza works had taken earlier, and was taken over by the Goring 
works. The engineer Malaxa, a close friend of King Carol, was the 
organizer and chief owner of this combine, which comprised the Mal- 
axa company in Bucharest, the locomotive and armament works Halta- 
Titan, and steel works in Tohanul Vechiu. The official procedure 
consisted of three steps. First, Malaxa was put on trial for having 
charged undue profits. Second, the puppet government issued a de- 
cree ordering the confiscation without indemnity of 50 percent of the 
shares held by Malaxa and the expropriation of the rest of his shares 
and bonds at a fixed price.© Third, 50 percent of all shares were 


+ This note has been prepared in connection with the Graduate Faculty Research 
Project on “Economic and Social Developments Through the War.” It offers 
additional data on the same author’s “The Hermann Goring Works,” in Social 
Research, vol. 8 (February 1941) pp. 24-40. 

?New York Times, August 4, 1941. 

* Deutsche Bank, Wirtschaftliche Mitteilungen (1940, no. 12). 

* Economist (March 28, 1942) p. 432. 

* Wirtschaftsdienst (March 14, 1941). 
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delivered to the Hermann Goring works,® which at once assumed the 
management of the plants. Thus practically the whole Rumanian 
steel industry was absorbed by the Géring works. Five new furnaces 
for the exploitation of low-grade iron ores, each with a capacity of 
3,000 tons, were to be installed in Rumania.’ 

In Czechoslovakia Hermann Géring’s brother, Albert Goring, has 
been made general director of the famous Skoda works,* which em- 
ployed 38,000 men in the middle of 1941.° Skoda’s export and import 
firm, the Omnipol A. G. in Prague, has been integrated in the Goring 
trust, and a sister company of the same name established in Vienna 
with a branch in Hamburg. Dr. Hans Febrans is general director 
of the Vienna Omnipol and is a director of the Prague Omnipol and 
of Skoda. The inland shipping section of the Goring trust has ac- 
quired a leading shipping company of the Elbe and Danube trade,” 
which can be no other than a Czechoslovak enterprise, and the Danu- 
bian shipping interests of all the Danubian states have been united 
in a pool.’* Given the political and economic predominance of the 
Géring group, the subordination of the Hungarian, Yugoslav, Ruman- 
ian and Bulgarian shipping companies can be taken for granted. 

The expansion to the west has been much less conspicuous. The 
conquest of Belgium, Luxembourg and France offered the great op- 
portunity to integrate or reintegrate the iron ore mines and steel 
works of Lorraine and Luxembourg, which the industrialists of the 
Ruhr district had sought ever since the Treaty of Versailles. Here, 
however, the industrial spoils of victory have not fallen primarily to 
the Géring trust: precedence has been given to private trusts, which 
had formerly been connected with particular units, such as the Verein- 
igte Stahlwerke, Klockner, Réchling, and Stumm, or to the newer 
combines of Flick and of Wolff. These, however, have acquired not 
property titles but only trusteeships, management rights and buying 
options. That, at least, was the situation up to the second quarter 
of 1941,1* when the largest Luxembourg combine, the Arbed, still 


*New York Times, February 22, 1941. 

"Iron and Steel, vol. 14, no. 11 (June 1941). 

® News from Czech-Slovakia, vol. 3, no. 41 (September 2, 1941). Albert Goring 
has been referred to both as nephew and as brother of Hermann Goring; it appears 
more probable that he is a brother. 

*Iron and Steel, vol. 14, no. 11 (June 1941). 

1 Wirtschaftsdienst (March 28, 1941). 

Deutsche Bank, Wirtschaftliche Mitteilungen (1940, no. 12). 

7New York Times, February 26, 1942. 

** Wirtschaftsdienst (April 16, 1941). 
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retained its independence; early in 1942 the German State Secretary 
J. W. Kénig was reported to have been appointed general manager of 
the Arbed.** The share received by the Géring trust consisted of the 
steel works of Hagingen, Mévern-Rosslingen and Hagendingen, all in 
Lorraine, and after their absorption the steel section of the Hermann 
Goring works established within itself a special Lorraine unit. 

Several explanations can be given for this partition of interests. 
One is that it was determined by the principle of rational organiza- 
tion, which demands full utilization of the limited managerial person- 
nel ana of their special knowledge. Another reasoning, with emphasis 
on the struggle of social groups, might reach the conclusion that the 
big industrialists of western Germany have shown themselves strong 
enough to prevent the Goring trust from monopolizing steel and coal 
in their western domain; in this case it would appear that the Nazi 
government regards the active support of big industry as more im- 
portant than increase in the power of the Géring works. And the 
partition of spoils in western Europe might even be interpreted as a 
kind of compensation granted the steel barons for the usurpation of 
industrial power in the east, which the Goring works had effected by 
the forced acquisition of the Alpine Montan company;* in this case 
the arrangement would constitute a partition of spheres of interest, 
leaving the west to big industry and reserving the east and southeast 
for the Goring works. But since the whole set-up is based on the 
changing fortunes of war the safest course is to postpone judgment. 

In Germany proper the Géring works have extended their influence 
over the coal mining industry by appointing its general manager, 


14 New York Times, March 22, 1942. 

*® See the earlier article on this subject in Social Research (cited above) pp. 31 ff. 
I am grateful to Dr. Ernest H. Weinwurm of New York, formerly economic adviser 
to the Austrian Creditanstalt, for his emendation of remarks made in that articie 
(pp. 30 ff.) on the ownership of Austrian assets prior to the Nazi conquest. The 
participation of the Rothschilds in the Austrian Nationalbank had been sold 
after the Creditanstalt crisis, when the investments of the Viennese banking house 
of Rothschild were liquidated. The policies of the Nationalbank were determined 
by the government bureaucracy rather than by the financial interests. At the time 
of Germany’s annexation of Austria the Oecsterreichische Creditanstalt-Wiener 
Bankverein was owned jointly by the Austrian government and the Nationalbank, 
the former holding the majority. The Creditanstalt had owned the majority 
interests of Steyr-Daimler-Puch, of Simmering, of Pauker and of Negrelli. The 
minority holding that the Goring trust acquired in the Alpine Montan company, 
which had formerly been held by a subsidiary of the Nationalbank, comprised 
about one third of the total stock of Alpine Montan, according to Dr. Weinwurm, 
instead of the 14 percent mentioned by the German magazine Wirtschaftsring. 
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Paul Pleiger, as Reich delegate (Reichsbeauftragter) for coal and also 
as president of the newly formed Reich coal association."* The new 
organization, which was described by the German press as a general 
staff for coal production and distribution,” has replaced the office of 
the Reich Coal Commissioner and its holder, Paul Walter. One of its 
tasks is believed to be the elimination of the small agents and middle- 
men.* But the fact of interest here is that the general manager of 
the Géring works has received the power of ultimate decision about 
the allocation of coal, the black gold of Germany. When it is remem- 
bered that the weak link in the G6ring combine was its coal basis the 
importance of this step is clear. Moreover, Paul Pleiger had been a 
nobody in the world of big industry, a small industrialist with a rather 
dubious reputation; but he was a convinced Nazi, and now his party 
had set him above the mighty mine owners. 

The expropriation of Fritz Thyssen, president of and large share- 
holder in the Vereinigte Stahlwerke, has not brought about the in- 
tegration of this leading German steel trust into the G6ring works. 
The separate properties of Thyssen’s were brought into the Gé6ring 
trust, as mentioned in my former article, but the Vereinigte Stahl- 
werke remained outside. A director of the Flick concern, Otto Stein- 
brinck, a former U-boat captain and today an ardent Nazi, was ap- 
pointed Reich trustee of the Thyssen shares and then elected as one 
of the three vice-presidents of the Vereinigte Stahlwerke under the 
presidency of the oldtimer Dr. Albert Vogler, while Dr. Ernst Pénsgen 
remained general manager. 

When the Goring works were founded in 1937 the avowed purpose 
was to make the German steel industry less dependent upon foreign 
ore supplies. Since the directors of German war economy believed at 
that time in the necessity to utilize the very expensive low-grade ores, 
it may be deduced that German war strategy did not then count on 
the quick conquest of the French and Luxembourg mines, or on safe 
access to the Swedish ores. But ten months after Hitler started his 
war the ore mines of France and Luxembourg were already in his 
secure possession. And neutral Sweden, so far as can be determined, 
did not stop the export of ores, but only ceased publishing statistics 
about it. There is some reason to believe that at least during the year 
following the outbreak of war Swedish ore deliveries to Germany con- 
tinued on about the previous level, except for the disturbances caused 


** Wirtschaftsdienst (March 28, 1941). 
17 New York Times, March 25, 1941. 
1® Economist (November 1, 1941) p. 533. 
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by the Nazi invasion of Norway and the resulting destruction of the 
ore railroad to Narvik.*® There may have been a decrease in 1941, 
but it is highly improbable that ore deliveries “dropped to practically 
nothing,” as was reported from Switzerland.” 

But a reduction of Swedish ore deliveries, even if it occurred, could 
not seriously affect the German steel industry, for needs could be filled 
by the conquered and reopened ore mines of Lorraine and Luxem- 
bourg. The maximum production of France amounted to 18 million 
tons of metal content (in 1929), that of Luxembourg to over 2 mil- 
lion tons (1929), and the Swedish maximum to little more than 9 
million tons (1937). In addition, the Nazi campaign in the west 
yielded such enormous quantities of steel scrap, on which the German 
steel industry relies to a high extent, that three years of German im- 
port needs are believed to have been covered by the collection in 
France alone.” 

And despite all this influx of needed raw materials the German war 
economy continued, during 1939-40, to force upon the western steel 
works the use of a high percentage of low-grade ores, as is revealed 
in the annual reports of steel works like Kléckner and Krupp. At 
the same time there was a rise in the costs of steel production, which 


1° The most relevant data are figures on the combined values of mineral and 
metal exports, not specified as to countries of destination. If the values are 
adjusted according to the rise in prices the export volume of these goods appears 
to have been about 28 percent smaller in 1940 than in 1939. In 1938 the German 
share in the export of Swedish iron ores was about two-thirds of the total, and 
in the export of Swedish metals it amounted to only 12 percent. Since Sweden 
was inside the ring of the German counterblockade after the occupation of 
Denmark and Norway, the direction of Swedish exports depended upon German 
consent, and that power was certainly used for the control of such a vital war 
material as iron ore. Thus it can be inferred that any decrease that may have 
occurred in Swedish ore exports has not been at the expense of the German 
customer. Moreover, it is known that the trade between Germany and Sweden 
has remained on a high level: Swedish payments for German goods were expected 
to reach 850 million kroners in 1941, or about 100 million more than in the 
preceding year (News from Sweden, October 1, 1941), although German coal 
deliveries fell off about one-third (Skandinavisken Banken, Quarterly Review, cited 
by News from Sweden, October 22, 1941). This shrinkage of German coal exports 
was felt not only in Sweden but, to a still higher degree, in Italy. The reasons 
may be found not only in difficulties of transportation but even more in the 
increased consumption of coal by substitute industries and by the mining and 
treatment of low-grade iron ores. 

2° New York Times, February 11, 1942. 

*1G. Abrahamson, “Germany’s Iron and Steel Position,’ 
no. 2 (October 22, 1940), 


in Iron and Steel, vol. 14, 
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a German economic magazine™ explains as due to this increased use 
of low-grade domestic ores (an increase of 50 percent and in some 
instances even more) and to the higher freight costs for foreign ores 
(probably a reference to Sweden). The Kléckner report adds, as a 
further cause, the lowered efficiency of the miners. The financial re- 
sult has been that, to an increasing degree, the large combines derive 
their profits from the manufacturing end of their business, and that 
the steel plants without manufacturing come close to the red. Further- 
more, the steel companies are forced by the government to postpone 
replacements and to invest in treasury bills the funds that would have 
been used for that purpose; in the Vereinigte Stahlwerke, even for 
the year 1939-40, postponed replacements amounted to 6.25 percent 
of fixed assets. The German steel works report” that the use of low- 
grade domestic iron ores was still increasing in the year 1940-41, and 
that consequently their costs of production were continuing to rise. 
Though not all the data are available on which a sure judgment 
might be founded, the indications are that this forced exploitation of 
the low-grade iron ores is not helping but hampering the German war 
economy. The low-grade ores, or in other words the business of the 
original Géring works at Salzgitter, are not only reducing the profits 
and the productivity of the western steel works but are consuming 
tremendous quantities of coal for treatment and haulage, the “black 
gold” of Germany, which might better be bartered for other essential 
goods. Hence the low-grade ore development of the Géring works 
may prove, not only in the long but also in the short run, to have been 
a bad investment. Yet that can be marked down as easily the smallest 
crime in GGéring’s career. His lieutenants, in the meantime, are gather- 
ing the solid directors’ salaries and compensations of ‘the largest booty 


enterprise in modern industrial history. 
Kurt LACHMANN 


*2 Wirtschaftsdienst (October 18, 1940). 
** According to the Economist (March 28, 1942) p. 432. 
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COMMENT ON MAYER’S ANALYSIS OF 
NATIONAL SOCIALISM 


One of the merits of Carl Mayer’s very enlightening article, “On the 
Intellectual Origin of National Socialism” in the May 1942 issue of 
Social Research, is his criticism of the theory that the National Socialist 
spirit is directly rooted in German classical philosophy or Lutheran 
theology. There is a great temptation to assume that a specific rela- 
tionship must exist between Nazism and the German spirit, as ex- 
pressed in the past by great German thinkers, since it cannot be an 
accident that National Socialism has come to power in Germany. Yet 
there is a simple test that ought to be applied to any proposition of 
this kind before it is accepted. When some similarity between the 
Nazi creed and German philosophy has been stated, one should search 
the literature of other nations for comparisons with Nazism. Person- 
ally, I have no doubt about the result. In Carlyle’s writings, for 
instance — not only in Heroes and Hero-Worship but, even more, in 
Shooting Niagara—a careful reader can find paragraphs that sound 
like an exposition of some of the fundamental Nazi tenets. Yet nobody 
can mistake Carlyle for a pioneer of Nazism, or impute to nineteenth 
century English thought any specific relationship to Hitlerism. The 
method that leads to an absurd result in the English case should not 
be relied upon in the German. 

German National Socialism is only part of a larger movement, 
which, for lack of a better name, we call fascism and which is repre- 
sented by individuals and groups the world over. This movement is 
a late offshoot of that anti-rationalism which swept Europe in the first 
decade of the twentieth century. The German youth movement was 
one element of the anti-rationalistic wave; another was the triumph 
of revolutionary syndicalism in the Latin countries; still another was 
the rising influence of men like Chesterton and Hilaire Belloc in Eng- 
land. Nobody has yet analyzed the causes of this great turn away from 
the intellectual tradition of the nineteenth century. Although spon- 
taneous disgust with industrial civilization and with the mechaniza- 
tion of political and cultural life was probably more important than 
any ideas which these neo-romanticists could have taken from earlier 
writers, the movement certainly drew a part of its strength, though a 
small part, from related tendencies in the past. One cannot fully 
explain its origin and growth without describing how nineteenth 
century philosophers, most of them believers in intellect and reason, 
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through some of their ideas made the later victory of anti-rationalism 
a little easier. 

In fascism the anti-rationalistic spirit of the period from 1895 to 
1914 has undergone a great and tragic transformation. The parent 
movement was essentially humanitarian, and did not contain a trace 
of nihilism; it was genuinely and fiercely idealistic. But since it scorned 
the intellect as a guide in human life, glorified the instincts, thought 
little of intellectual education, without which democracy cannot exist, 
and therefore rejected democracy itself, it loosed forces which its own 
leaders would have abhorred and which destroyed what was left of 
the older movement. Sorel has given inspiration to Mussolini, but 
the disciple would have persecuted the master if the latter had lived 
in fascist Italy, and in Germany the Gestapo is hunting down the 
remnants of the youth movement. 

Since fascism is so unlike the anti-rationalism from which it sprang, 
the thinkers from whom the earlier anti-rationalists took some thought 
elements are no more than loosely connected with the spirit that now 
rules Germany. In a very indirect sense Fichte and Hegel, together 
with Marx, Carlyle, Ruskin, de Maistre* and many others, have con- 
tributed to the emergence of National Socialism. But does not this 
come down to the commonplace that fascism in all its branches, being 
a product of the twentieth century, is not wholly unrelated to any of 
the ideas which permeated the nineteenth? Is this not exactly what 
we ought to expect as a consequence of historical continuity? 

Mr. Mayer has not gone far enough in his criticism of the “German 
spirit” theory of National Socialism. His thesis that Lutheran Protes- 
tantism and philosophical idealism, through their decay, facilitated 
the growth of fascism may be perfectly valid. But has not Catholicism 
also made negative, and perhaps even positive, contributions to the 
growth of the fascist Weltanschauung? Is it not true that in Austria 
and elsewhere Nazism emerged in the wake of Catholic policies with 
which a large part of the population had become deeply dissatisfied, 
and at the same time used the authoritarian spirit which Catholic 
educaton had implanted in the minds of the people? Yet Catholicism 
has no greater share in that development than, say, proletarian 
socialism (not to speak of communism), for the adherence of the 
middle classes to fascism was in part a product of their fear of the 


* Although my deficient knowledge of French intellectual history does not permit 
me even to attempt a proof, I consider it probable that the “other” France, which 
throughout the nineteenth century opposed the tradition of 1789, made the greatest 
intellectual contribution to the revolt against rationalism. 
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workers’ movement, even in its moderate wings, and also a product 
of their desire to have some sort of socialist program, adapted to their 
own needs. Of course, a causal relationship between two movements 
does not in itself constitute any moral responsibility of the one for 
the other. 

While no attempt to explain fascism as a merely German phenom- 
enon can be fully satistactory, it must be explained why fascism came 
to power in Germany and why it developed there into a variety of 
more extreme character than anywhere else. But it seems to me that 
the social and economic conditions of the 1920’s and early 1930's, 
together with the outward events of German history after 187], 
furnish a full answer, and that we may therefore dispense with the 
hypothesis, which would at best be very difficult to prove, that German 
intellectual tradition contains more fertile germs of fascist thought 


than that of other nations. 
CarRL LANDAUER 


University of California 
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ON HUMANISTIC WRITINGS 


In a cataclysm like that we are now experiencing, humanism proves 
itself a recurrent attitude toward life. Particularly in such situations 
of radical change a need is felt to understand the nature of man and 
the ultimate goals that he seeks, to test the reality of principles and 
standards, to reaffirm man’s striving for meaning and control. Thus 
a particular interest attaches to a group of recent publications that 
reflect and embody this preoccupation with the basic elements in 
human nature. 

A collection of selected essays by the late Irving Babbitt,’ published 
by friends and students, is an impressive testimony to Babbitt’s learn- 
ing. His encyclopaedic scholarship is not, however, a mere display 
for the sake of vanity. He scrutinizes the works of the poets, moralists 
and educators in an effort to establish a science of man that is beyond 
dogmatic theories of theology and philosophy. His goal is to discover 
the nexus of the social sciences in what may be called a philosophic 
science of man. 

As in his books, Babbitt emphasizes in these articles the need for 
preserving quality, for remaining true to standards, amid the pressure 
of mass production in the intellectual and artistic spheres. In this 
connection he makes stimulating sociological analyses of the intel- 
lectual in times of transition, comparing, for example, Don Quixote 
with Flaubert, and hinting at a type of investigation that would unite 
the sociological and psychological methods. Particularly suggestive 
is his approach to the problem of divine grace, which, stripped of all 
theological connotations, is fundamentally one of human self-perfec- 
tion and self-fulfilment. 

But despite the merit in Babbitt’s critical analysis of specific traits 
of modernity his humanism is unsatisfactory. It appears as an abstract 
idealism, abstract because it does not take into account the require- 
ments of a concrete society. Babbitt defines humanism as an attitude 
aiming toward poised, proportionate living. If decorum, however, 
were the supreme value, then the ideal of the gentleman would be 
the perfect image of man. This is certainly not an adequate normative 
image in a revolutionary period of transition. It is true that the 
Aristotelian ideal of mesotes is an outstanding human value, but it 


* Babbitt, Irving. Spanish Character and Other Essays, with a bibliography and an 
index to his collected works, ed. by Frederick Manchester, Rachel Giese, William 
F. Giese. Boston: Houghton Mifflin. 1940. 361 pp. $2.50. 
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cannot be the social image in times in which ascetic discipline, au- 
thority and militant reasoning are indispensable for establishing 
peace, order and unity. For this reason it may well be said, as Lovejoy 
has remarked of romanticism, that there is no humanism, but only 
humanisms. 

The truth of this dictum is evident in a volume that is entirely 
devoted to the significance of humanism for the system of education.’ 
The Meaning of the Humanities grew out of the Spencer Trask Lec- 
tures for 1937-38, organized by Princeton University, and its topic is 
humanistic in the proper sense of the term. It approaches the nature 
and meaning of humanism as the basis of liberal education. All the 
authors that contribute to this enterprise are aware that the tyrants 
know better than democracies the power and reality of ideas. They 
are more apprehensive of the hypnotic effect of principles than of 
the possibilities of physical revolt. They know that ideas can become 
weapons. 

A liberal education makes it possible to educate responsible, inde- 
pendent, thoughtful citizens who dare to do their own thinking. 
Such education is humanistic, if we agree with Chinard and Panofsky 
that humanism is a state of mind, a specific attitude, expressing a belief 
that man is capable of freedom and able to participate in universal 
reason if he accepts his limitations and fallibility. Under this concep- 
tion man, with respect for the world above, below and around him, 
is able to establish a harmony between responsibility and tolerance, 
and to find true moderation. And if this interpretation is accepted 
the specific advice of the authors on the organization of a liberal 
curriculum should be taken seriously. Their two lectures, Panofsky’s 
on art and Chinard’s on language, are a cogent reminder that these 
disciplines have been the pillars of liberal education since time 
immemorial. 

Panofsky carefully makes it clear that the teaching of art and 
archaeology is liberal and scientific only if it combines constructive 
research with its training in aesthetic recreative intuition; both are 
necessary for accomplishing a complete interpretation. With a similar 
approach Chinard emphasizes the indispensable value of language 
and poetry for building up liberal minds. He describes the mechanistic 
manipulation of language as a product of circumstances, as the pro- 


2 Greene, Theodore Meyer, ed. The Meaning of the Humanities. [Five essays by 
Ralph Barton Perry, August Charles Krey, Erwin Panofsky, Robert Lowry Calhoun, 
Gilbert Chinard, with a preface by Robert Kilburn Root.] Princeton: Princeton 


University Press. 1938. 178 & xxxix pp. $2.50. 
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cedure of a disintegrated, agnostic and skeptical society in which 
everything is only a technical problem of management, not the 
genuine way of dealing with words and speaking. Chinard describes 
the phenomenon of language, in its objective aspects of speaking 
and thinking, as an instrument for the pursuit of truth and for the 
expression of the vital reality of the mind. On the basis of this con- 
ception of the teaching of language it is possible to educate propa- 
ganda-resistant minds, genuine citizens of a democracy. Respect for 
one’s native language, and intellectual discipline regarding it, mean 
that one takes human dignity seriously, and make it possible to 
evaluate properly the slogan and advertisement language of a standard- 
ized business world. Education, by facilitating the achievement of 
this intellectual distance, can contribute toward the clarity and aware- 
ness in speaking and thinking without which no intellectual or spir- 
itual progress can be accomplished. 

R. B. Perry, in his paper entitled “A Definition of the Humanities,” 
gives justifiable emphasis to the function of philosophy in an educa- 
tional program which becomes more and more technical, but he also 
stresses the fact that a liberal education no longer grants any mo- 
nopoly to one or another department of learning. With the differen- 
tiation and progress of the sciences the modern disciplines, too, may 
contribute to the liberal ideals of education. Everything depends on 
the methods that are used in referring scientific results to the norm of 
self-realization. In this essay the author has made a contribution to 
the discussion that arises sooner or later in all considerations on 
educational reform. 

It is to be regretted that Krey’s lecture does not touch upon this 
problem as it applies to the teaching of history. Thucydides and Jacob 
Burckhardt, Tacitus and De Tocqueville, wrote history humanistically 
as an instrument for becoming wise forever, not clever for the near 
future. And Calhoun’s thoughtful and scholarly paper, too, remains 
alien to the humanistic attitude. It seems to me that the most valid 
theological humanism was established by Erasmus —a spiritual prag- 
matism according to which religious truth is to be verified by its effec- 
tiveness in social action and moral conduct. 

Professor Greene, in his comprehensive introduction, wisely remarks 
that expanding specialization can be made meaningful if historical- 
philosophical reflection determines the ends in reference to which 
widely differentiated activities attain function and place in the grow- 
ing universe of knowledge. He makes it clear that if we do not succeed 
in accomplishing this synthesis we will have only technological insti- 
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tutes; the universities will be gone. The extremely important volume 
that he has edited represents the highest scholarly standards and 
reflects a deep sense of responsibility. It is to be hoped that it is made 
required reading in the schools of education. 

The most recent books of Mortimer Adler® can certainly be called 
humanistic in their attitude toward education. His vigorous attacks 
on the narrow scientifism of academic education are gratefully recog- 
nized by all those who believe in the nobler human values. In these 
books Adler suggests practical devices for developing the art of reading 
and of philosophical reasoning. 

In his invitation to reading he discusses different types of reading 
and learning, and analyzes rules and techniques for an intelligent 
reading of books that need interpretation. He stresses the adventure 
of reading, and encourages the spontaneous interest which can help 
men to understand themselves and their worlds. Adler attempts to 
make people aware that the success or failure of this liberal education 
and self-education may be of the highest importance for the survival 
of liberal democracy, and he points out time and again that education 
need not become less liberal as it becomes more universal. I am afraid, 
however, that the trouble rests not with the inability to read, but with 
the more serious inertia which results from the technical comforts of 
intellectual life, from the radio to the movies. The will and interest 
necessary for reading the “great books” can be aroused only if the 
public is convinced that greatness actually exists, and that it has a 
bearing on self-knowledge because the works of the great disclose a 
specific aspect of the world as a meaningful universe. Unless students 
are taught that the great thinker has a representative function, that 
he embodies human eternity in its time-bound moment, they are 
not likely, it seems to me, to embark on the adventure of reading 
these books. 

The same educational humanism appears in the book which Adler 
has devoted to his and President Hutchins’ experiences in teaching 
moral and social philosophy. This book should be a required text 
for classes in that subject. In its method it is comparable to Cicero's 
philosophical treatises, in which the fundamentals of ethics are dis- 
cussed from different points of view. The students start as relativists 
and skeptics. In a slow process of dialectic reasoning they are forced 
to admit that they have preferences, and criteria for them. Through 


* Adler, Mortimer J. How to Read a Book. New York: Simon and Schuster. 1940. 
398 pp. $2.50. A Dialectic of Morals. Notre Dame: Review of Politics. 1941. 117 pp. 
$1.80. 
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discussing the adequacy of these criteria they recognize the existence 
of values, and finally the indispensable first principle of a highest good 
from which all values are derived. This book is an invitation to 
philosophy, and it presents in a brilliant literary form the open road 
toward the objectivity of trans-empirical truth. 

It seems to me important to emphasize the positive possibilities of 
these books and not to dwell on any reservations I may have. I wish 
only to add, in reference to this latter book of Adler’s, that there are 
other methods of convincing skeptical students of the reality and 
objectivity of principles of moral and social conduct. It would be 
extremely interesting, for example, to confront Adler’s method with 
Wertheimer’s approach toward the problem of values. 

It is a characteristic feature of the humanistic effort to be pragmatic 
and practical, to anticipate the spirit of enlightenment in a militant 
way. In fact, it may be said that all humanistic efforts in all times, 
from Cicero and Seneca to Erasmus and William James, have in 
common the pragmatic thesis that the validity of ideas appears in their 
effects on conduct. The Columbia edition of the first complete trans- 
lation of Erasmus’ Education of a Christian Prince* is a very welcome 
document of this new-old attempt to combine theory and practice, 
and a valuable contribution to the study of the sociological implica- 
tions in humanistic renascences. Born’s introductory essay is highly 
suggestive in its revelation of the change in attitude and the preserva- 
tion of mediaeval ideas to be found in Erasmus’ social and political 
philosophy. 

It is inescapable that humanistic thinkers will eventually take up 
the problem of the constitutive elements of human existence. For 
this reason the philosophies that deal with the problems of existence 
are in the genuine sense of the term humanistic. Berdyaev® is a very 
interesting exponent of this type of philosophy, which is an attempt 
to describe the irreducible phenomena in the personal and institu- 
tional relationships of man in the world. He combines the sociological 
approach of Marxism with the mystical cult of the personality found 
in the Greek Catholicism of Russia. This synthesis makes possible an 
extremely interesting and fruitful analysis of the sickness of modern 
man, a radical, though premature, attempt to substitute a theocentric 
‘Erasmus, Desiderius. The Education of a Christian Prince. [Translated, with an 
introduction on Erasmus and on ancient and mediaeval poltical thought, by Lester 
K. Born, Columbia University Records of Civilization, no. 27.] New York: Columbia 


University Press. 1936. 277 & xiii pp. $3.75. 
5 Berdyaev, Nicolas. Solitude and Society. [Translated from the Russian by George 


Reavey.] New York: Scribner. 1938. 207 pp. $3. 
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for an anthropocentric point of view. Unfortunately the translation 
is rather confusing. The differences between the French and English 
translations are indicative of the basically different trends in Anglo- 
Saxon and continental European philosophies. The French title, 
“Five meditations on existence,” reveals a type of thinking that is 
familiar to students of modern French and German philosophies, but 
the reviewer in Time and Tide was right in stating that the philosophic 
tradition in Anglo-Saxon countries makes it almost impossible to 
recreate that strange way of thinking and to find formulations that 
would not seem ridiculous to English and American readers. As a 
result, the sociological title of the American translation is misleading, 
and gives no indication of the ontological and religious intention of 
the author. 


ALBERT SALOMON 
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BOOK REVIEWS 


HERMENS, F. A. Democracy or Anarchy? A Study of Proportional 
Representation. [With an introduction by C. J. Friedrich.] Notre 
Dame: The Review of Politics. 1941. xxx & 447 pp. $4. 


This book has long been due. European emigrants were under a 
particular obligation to bring it into existence. Excellently done, 
thorough and comprehensive, it delivers from a heavy burden those of 
us who otherwise would have to give years to fulfilling this moral duty. 

The part played by institutional features in the collapse of Euro- 
pean democracy is still greatly underrated. Proportional representa- 
tion was by no means the only such factor. Not blighted by its paralyz- 
ing effects, French democracy, for instance, suffered greatly from other 
institutional weaknesses. In Germany, on the other hand, its atomiz- 
ing influence on the democratic legislature was made doubly danger- 
ous by the popular election of the president, incompatible with it 
because, with none of the small parties able to carry partisans to 
victory, such an election will almost necessarily lead to the choosing 
of a political outsider. Indeed, had the German president been chosen 
in the French way by the two houses, a parliamentary member of 
either the Catholic Center or the Social Democratic party would 
certainly have been elected after Ebert’s death, and Hindenburg 
would not even have been a candidate. Another institutional misfit 
was the absurd brand of federalism with two parallel central govern- 
ments — the Reich’s and Prussia’s — governing the greatest part of 
Germany in a kind of rivalry. This mechanical replacement of mon- 
archic with democratic establishments gave no consideration to the 
fact that where one monarch had bracketed the two central govern- 
ments, two different majorities might separate and mutually hamper 
them. In addition, there was the institutional right given the president 
to dismiss chancellors who had not been voted out of office, tentatively 
to appoint new ones who were backed only by a small minority and, 
with their meaningless countersignatures, to dissolve the lower house 
and legislate by decree, even to dissolve the house several times if only 
he gave a different reason for it. 

The dangerous implications of these “few lines of mistakes” that 
had slipped into a long and otherwise exemplary democratic constitu- 
tion were simply “overlooked” during the formative period, in the 
absence of advanced theory and in the presence of a genuinely repub- 
lican president. Thirteen years later, the arms and hands of their 
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democratic leaders fettered by such institutional monstrosities, the 
people drifted like a helmless ship into the catastrophes of 1932 and 
1933. The whole tragedy of this concatenation is still far from being 
understood in our age, where the prevailing interest in psychology in 
all its scientific and popular brands has led to neglect, if not ignorance, 
of institutional problems. 

Concentrating on proportional representation, Professor Hermens 
has analyzed its many detrimental effects with the greatest precision 
and with the fullest utilization of the historical material. He first 
explores the theory of the principle, and reveals the fallacy in the 
prima-facie appearance of mathematical justice that has misled so 
many of its adherents. The splitting of parties, bad enough in its 
undermining effects on democratic leadership, is only one out of a 
number of fatal diseases that proportional representation spreads. 
Others, well treated in separate sections by the author, are ideological 
radicalization of parties, changes in their structure, deterioration of 
the elite, loss of vitality, lack of chances for young people, and favoring 
of interest groups. Nothing that Hermens says on these matters is 
idle speculation. Each of his warnings is confirmed by the observa- 
tions of those who lived through long periods of proportional repre- 
sentation in major countries. 

This theoretical part is followed by chapters on the demonstrable 
advantages that absence of proportional representation has meant for 
Great Britain and France, in fact a short history of the two countries 
in the twentieth century, with all the figures and data necessary for 
the understanding of the problem. The main part following thereafter 
deals with Italy, Germany and Austria, and contains the most complete 
display of the pertinent facts, rounded out into a broad historical 
picture which is highly accurate. It is not possible to give an adequate 
impression of the wealth of information conveniently presented in 
this part of the book. I should like, however, to refer to the table 
(p. 259) which reveals, on the basis of exact computation, that the 
National Socialists in 1930, when they suddenly won 107 seats, did 
not have a majority in any of the 400 one-member constituencies that 
would probably have existed under a majority system of the British, 
American, French or imperial German type. In fact, they polled less 
than 40 percent of the votes everywhere, and only in 23 such districts 
more than 30 percent. The bulk of their success was due to a harvest 
of less than 20 percent of the votes in 243 of those imaginary consti- 
tuencies. In other words, they would have had no chance under a 
majority system of elections. 
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Subsequent sections treat Belgium, Ireland, Switzerland, the Nether- 
lands and the Scandinavian countries in a similar way, although with 
greater condensation. There are few who would not learn something 
new here on the history of these countries. In regard to cities, too, the 
author presents surprisingly strong arguments against proportional 
representation — and any city considering its adoption or repeal should 
consult this part carefully — but in city government the system entails 
no dangers comparable to those it produces in the national govern- 
ments of major countries. First, the great political questions which 
determine the life or death of a people are not decided in cities. 
Second, the splitting of parties in cities is modified or set off by the 
existence of two great national parties. Third, any serious calamity 
arising from proportional representation in a city can be remedied by 
action of the state or national government, which may take a hand 
to avoid disaster; in national governments, on the other hand, propor- 
tional representation cannot be abolished from outside but only by 
the same deputies who have been elected through it, and who, nat- 
urally unable to see their own shortcomings, are not willing to pass 
an amendment the main purpose and effect of which would be to 
remove them from their seats. Thus in city government proportional 
representation is stripped of its most dangerous aspects, and is 
therefore a problem of quite a different order. As I see it, in this 
respect deviating from Hermens in emphasis, the value of proportional 
representation in breaking up a corrupt city majority may balance its 
defects in individual cases, just as in small dependent states it may 
help to overcome a religious or racial grouping of the people.’ But 
read what Hermens has to say on the preposterous situation that 
would have arisen in New York City if the Council, elected by propor- 
tional representation, had been confronted with the task of appointing 
a city manager (p. 412), and on the practical insignificance of propor- 
tional representation for the breaking up of Protestant domination in 
Northern Ireland (p. 325). 

The one event of relevance to the argument that I have missed in 
the book is the attempt made in 1924 in Germany to improve the 
electoral system by establishing 156 small constituencies instead of 35 
large ones, and restricting the lists in each district to two names per 
party.2. The bill was passed by cabinet and Reichsrat, but it failed 
1 Here I should like to refer to the extensive material presented by David Glick- 
man, Proportional Representation in Northern Ireland (Master’s essay for the 
Graduate Faculty of Political and Social Science, June 1941, available in the library 


of the New School for Social Research). 
* Verhandlungen des Reichstags, vol. 383, no. 448 (1924). 
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characteristically in the lower house, in spite of the fact that it stopped 
short of abolishing proportional representation and thus could have 
been enacted by a simple majority. The unwillingness of the back. 
benchers to vote themselves out of office prevailed. 

The book, necessarily somewhat restless in its all-embracing scope, 
has been prefaced by Professor Friedrich in thirty pages of clear exposi- 
tion and of calm and convincing treatment —a genuine “overture.” 
It is a treat to have the controversy between Bagehot and Mill on pro- 
portional representation recalled so strikingly, and the importance 
of good theory so well established. 

Hermens’ book is sure to become the great classical manual of the 
influence exercised by electoral systems on modern history. 

ARNOLD BrECHT 


FRIEDRICH, CARL J.. Constitutional Government and Democracy. 
Theory and Practice in Europe and America. Boston: Little, Brown. 
1941. xix and 594 pp., bibliography 76 pp., index 23 pp. $4. 

American soil is not conducive to the growth of systematic “theories 
of the state.” All three elements—state, theory and systematization— 
seem to be slightly repugnant to indigenous thinking on government. 
Professor Friedrich’s book, too, is certainly no general theory of the 
state, for it is confined to constitutional government; it disfavors, if 
it does not reject, the state concept, with its inherent “deification of 
the state,” as “meaningless” under democratic conditions (p. 515, also 
pp. 32, 222, 239, 252); and it adds practice to theory in both title and 
content. Yet conviction of the importance of theory permeates and 
molds the presentation throughout. This theoretical conscientious- 
ness is its first characteristic. The second is the strong historical sense 
that animates the author and enlivens every chapter without impair- 
ing the treatment of present-day problems, such as press and radio— 
a historical sense coupled with a modern sociological awareness. 

The material incorporated in this volume is largely the same as 
that in Friedrich’s Constitutional Government and Politics of 1937. 
Not only, however, the outstanding historical survey that now intro- 
duces the material, numerous other additions and changes, and the 
new title, but also a remarkable process of maturing have made this 
a new book, even though the most distinctive feature in external 
presentation remains what it was: bureaucracy still stands at the door- 
step of the constitutional edifice to receive the guest immediately after 
he has been ushered in by the historian-cicerone. Indeed, constitu- 
tional books in the United States strikingly reflect the administrative 
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history of the country. After the Union’s first fifty years Tocqueville’s 
De la démocratie en Amérique expressed redundant surprise at the 
absence of bureaucracy here. Another fifty years and Wilson’s Con- 
gressional Government sounded its first alarm at growing bureau- 
cracy. Now in Friedrich’s book, after fifty years more, bureaucracy 
has advanced to the first chapter under the challenging title “The 
Core of Modern Government: Bureaucracy.” 

There are three good reasons that have impelled the author to put 
the problem of administration so much in the foreground. One is 
that centralization and integration of power, materialized in some 
official machinery, have historically as well as theoretically been the 
prerequisite of modern constitutional control. The second is that the 
overwhelming bureaucratic machinery of the modern state is here to 
stay. Third, the customary distinction between the making of policy 
and its execution is not quite realistic, because a great deal of policy 
is necessarily molded in the process of its execution. Friedrich wishes 
to face these facts squarely, and along with them the great problem 
of how to make bureaucracy “responsible” through all the techniques 
and controls through which responsibility can be achieved. Herman 
Finer’s recent attack on this emphasis’ rests, it seems to me, on a 
strange misunderstanding. The many flaws in the United States’ 
civil service system may well cause an American professor to give more 
space to advocating “functional” responsibility under a merit system 
and professional standards, than to subordination to the popular gov- 
ernment, since on the latter point there is no divergence of opinion 
here. Yet Friedrich also devotes plenty of paragraphs to that polit- 
ical control, which in fact provides the keynote for the present book. 

The new preface declares that “constitutionalism is probably the 
greatest achievement of modern civilization, without which little or 
none of the rest is conceivable.” In distinction from his former stand 
Friedrich claims to have abandoned Balfour’s thesis that agreement 
on fundamentals is a necessary condition of constitutionalism, now 
adopting the opposite view that constitutionalism is the only system 
which seems able to get along without such agreement. I would object 
to this alleged change of view, had it been carried through in the book. 
Nothing seems to me so obvious at present as that a certain agreement 
is necessary, at least in practice, concerning such matters as respect for 
the dignity of the individual, absence of slavery, torture, the necessity 
for independent judges, and so forth. Actually the later text points 

*“Administrative Responsibility in Democratic Government,” in Public Adminis- 
tration Review, vol. 1 (August 1941) p. 335. 
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out rightly, and in passages of great lucidity, that disagreement on 
principles, if put forth by groups of equal power, is disruptive of con. 
stitutional government (pp. 161, 587). 

The former methodological introduction has been relegated to an 
appendix. There it appears less academic, the more effectively present. 
ing Friedrich’s original contributions, such as his theory of the rela- 
tions between consent and constraint, his remarkable formulation of 
the “rule of anticipated reactions” (p. 589) and the discussion of the 
intensity factor in tensions (p. 587). The excellent bibliography has 
preserved its attractive method of offering comment on the literature 
to each chapter. 

To say that this volume is the leading work of its kind would be an 
empty phrase, as there is no similar book. It represents a new type. 
In my opinion no one who is teaching or writing on any phase of 
constitutional government can afford to leave it unconsulted. 

ARNOLD BreEcHT 


ROLL, ERICH. A History of Economic Thought. New York: Pren- 
tice-Hall. 1939. 430 pp. $3. 

This book has the merit of organizing its widespread material under 
one strict point of view, and with much learnedness. It thus shows 
how far this approach carries; defects of the book are not accidental 
but are inherent in the underlying point of view. The author explains 
an economic theory by inquiring which economic group profits by 
it and taking that group interest as the cause for the theory’s emerg- 
ence. This is anything but a scientific “proof.” Adam Smith is re- 
garded as a representative and product of the bourgeois interests; 
Malthus, because of his insistence on the contribution of luxury con- 
sumption to purchasing power, becomes a representative and product 
of semi-feudal interests; Quesnay, like Smith, stands for simple bourg- 
eois interests. Granting that the historical-political picture to which 
the theories are correlated is skilfully drawn, one must still question 
the validity of this “post hoc ergo propter hoc.” 

The question becomes more urgent as one sees the oversimplifica- 
tion, in the midst of rich material, in which this learned and thought- 
ful author indulges for the benefit of his guiding principle. Smith, 
he says, inveighed against the feudal classes, and his “inveighing” 
against the greed and corruption of businessmen is played down, so 
much so that one passage (p. 152) asserts that the businessmen “were 
delighted to know that their profit was now to be regarded as unself- 
ish.” That Smith taught this is utterly untrue (as the author himself 
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implicitly admits on p. 175). But that it is not an isolated slip can 
be seen from the assertion (p. 177) that even in Smith’s analysis “the 
working of the invisible hand gradually loses its providential basis and 
comes to depend on the social fact of competition.” ‘The author does 
not appear to understand that competition is presented by Smith as 
the providential or natural institution which canalizes and regulates 
the otherwise ruinous greed of businessmen; he does not appear to 
understand that Smith’s central position is his anti-monopolism. 

Another such oversimplification is the presentation of Malthus as 
an advocate of a compromise between feudal and bourgeois interests. 
For the benefit of this point the author ignores the practical impor- 
tance of the advice which Malthus gave the workers, to raise their wages 
by reducing their numbers. He also ignores the fact that Malthus 
explicitly taught, as did Ricardo and Marx after him, that the mini- 
mum standard of living, which determines wages, is historically con- 
ditioned and can be raised if wages can be kept over the former mini- 
mum for a certain while without the workers’ filling the margin by a 
higher birth rate. The entire line of thought, plainly, is neither in 
the interest of capitalism nor in that of feudalism. 

As to Ricardo, the author rejects the law of diminishing returns as 
inapplicable in conditions of change (p. 189), but without mention- 
ing that Ricardo said that much too, and without explaining, on the 
other hand, why we do not raise all the food necessary for mankind by 
intensifying the cultivation of one acre. He also ignores the chapter 
on technological unemployment which Ricardo added to the third 
edition of his work, and which suited the interests of his capitalistic 
audience as little as it suits Roll’s purpose of presenting Ricardo as 
an advocate of capitalistic interests. 

In regard to Marx the author follows the popular presentation of 
the system without going into a discussion of its weak spots. An ex- 
ample of this tendency is the discussion (p. 290) of the changing ratio, 
in the accumulation of capital, between wage capital and material 
capital, the percentage decline of wage capital in growing total capital. 
This, the author contends, is tantamount to “relative overpopulation.” 
This phrase indicates that there are too many people for the available 
employment; but it is impossible to see why the growth of the wage 
fund, if it is slower than that of material capital, must at the same 
time be slower than that of population, thus producing the reserve 
army. The discussion of the equalization of the rate of profit is no 
better (the solution of the arithmetical problem on p. 283 is utterly 
incorrect, and shows that the author has not understood the mechan- 
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ism of that competition of capitals which represents the equalizing 
force) . 

The author ignores Oppenheimer’s labor value theory, which is 
much the most consistent and least tortuous form of that theory, but 
opposed to Marx’s. The post-Marxian development of the theory of 
accumulation and imperialism is credited to Lenin (p. 292), just as 
Lenin himself found it possible, for political reasons, to suppress the 
name of Hilferding, from whose Finanzkapital he had taken over the 
doctrine. Roll’s chapter on the beginnings of modern theory is sur- 
prisingly good in view of the fact that he is not at all in sympathy 
with that school. This chapter is unsatisfactory only in its discussion 
of Friedrich von Wieser (p. 402), who did more than any other man 
for a positive theory of a functioning socialist system; Roll seems un- 
able to recognize this in a man whose public career was anti-socialist. 

These examples will suffice to show that the classification of theor- 
ists according to the class interests that they serve is inadequate. My 
quarrel is not with the principle of correlating the history of theory 
and economic history, but with the author’s too easy, uncritical and 
unphilosophical approach to this principle. One cannot candidly 
write the history of intellectual efforts without a conscious esteem for 
scholarly integrity in others. Nor can one write it without some in- 
sight into the nature of intellectual effort as such. 

This brings us to the main point. The content of a theory is de- 
termined by the method employed in it, that is, by the preconceptions 
and their arrangement. That economic theory arose as a natural 
science and employed the preconceptions of natural science as the 
yardstick for its judgments is far more important than any special 
doctrine arrived at on this basis. The approach as such fore- 
shadows the anti-feudal position of its users, because feudal society 
had conceived of itself as supernaturally and superrationally establish- 
ed, which in the new terminology became equivalent to “unnatural” 
and “unreasonable.” ‘The approach as such, independent of any con- 
clusions reached by it, foreshadows, too, its users’ opposition to any 
post-liberal order. But the approach also leaves considerable margin 
for special interpretations of what shall appear as natural and reason- 
able. And though a methodological innovation may have philoso- 
phical and political implications, it does not necessarily have them, 
and without them it can still enrich the field of learning. 

The fundamental defect of Roll’s book is his ignorance of method- 
ological problems, quite apart from their further implications sug- 
gested above. To him there is no difference between Smith and 
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Quesnay—both of them represent bourgeois interests. Had he paid 
attention to questions of method he would have seen that Quesnay’s 
approach was quite different from Smith’s, even though compatible 
with it. Smith explained why the economic system, left to its own 
forces, works harmoniously: the competitive price mechanism is an 
automaton which is expressive of changes of demand and conducive 
to corresponding changes of supply; nothing more is needed. Be- 
cause of his reliance on the price mechanism Smith did not need to 
describe precisely how the various sections of the system interlock; he 
did not need a theory of circular flow. Crises, however, are disturb- 
ances of the circular flow and can be described only by a theory that 
takes such interrelationships into account. In other words, Smith’s 
school had no access to the problem of the crisis. 

Quesnay, on the other hand, did not have a theory of price; he 
assumed that there is a natural mechanism making for harmony, and 
he described not the why but the how of this harmony. He too knew 
nothing of crisis; his scope of awareness was harmony, not dishar- 
mony. But his approach to a theory of harmonious circular flow implies 
the theory of disturbed circular flow. To Ricardo’s theory of price 
Malthus opposed considerations of circular flow, of total income and 
purchasing power. And from Malthus to Keynes all those who have 
doubted that capitalism represents the ultimate wisdom have employed 
Quesnay’s approach as against that of Smith. It was in Marx that the 
two currents of thought came together. But a cost value theory, in- 
cluding the labor value theory, can never be anything but a theory of 
equilibrium, for a price determined by cost is an equilibrium price; 
that is why Marx could not succeed in fully describing disequilibrium. 

It is remarkable that Roll, with all his criticism of capitalism, does 
not give consideration to business cycle theory. His excuse that this 
is too highly specialized a field is not impressive (p. 413). He believes 
that the injustice of capitalism can be described only by the labor 
value theory, with its implication of exploitation but also of economic 
equilibrium. And he believes, with the hapless Bukharin (whom he 
does not mention), that modern value theory is designed to argue 
away the fundamental social conflict in the economic system. He does 
not realize that this theory, being one of demand, can describe not 
only equilibrium but also disequilibrium, and is the only one that can 
do this. What he gives is a history of labor value theory, lucid, in- 
structive and with many interesting sidelights. What he fails to give 


is a history of economic thought. 
y & Epuarp HEIMANN 
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CLARK, COLIN. The Conditions of Economic Progress. New York: 
Macmillan. 1940. 504 pp. $5. 

The main objective of this book is “to find the conditions under 
which we can hope for the greatest degree of economic progress in the 
future,” and to determine the extent of inequality or equality of in- 
come distribution on a worldwide plane. Economics is conceived as 
concerning itself “only with those things which can be bought and sold 
for money.” Economic progress is defined as improvement in economic 
welfare. Economic welfare denotes (in accordance with Professor 
Pigou) an abundance of all goods and services that are automatically 
exchanged for money, and is best measured in terms of real income per 
head of the working population in each country. For purposes of 
comparison all data are computed in terms of an “international unit,” 
which is the amount of goods and services that could be purchased for 
$1 in the United States over the average of the decade 1925-34, or an 
amount interchangeable with that. 

From a close examination of all statistical data available the author 
obtains the following picture. The world as a whole is still “a 
wretchedly poor place.” In the greater part of the world the most 
important problem is still “the problem of increasing productive 
capacity.” Familiar phrases about poverty in the midst of plenty are 
“the most untruthful of all modern clichés.” Equally fanciful are 
reiterated statements stressing the extent of unused capacity; from the 
viewpoint of the world as a whole it is remarkable that “with produc- 
tive resources fully employed” so little can be produced. The real in- 
comes of the bulk of the world’s population are very far from “any- 
thing like a civilized standard.” 

To account for the glaring inequalities in real income obtaining in 
different parts of the world it is necessary to drop those popular theo- 
ries which stress the uneven distribution of physical resources or appeal 
to the Malthusian (or neo-Malthusian) theory. The author main- 
tains that the disparity between the level of achieved real income and 
that of potential real income, in other words, the failure of national 
income to rise as rapidly as productive capacity in the wealthier coun- 
tries (particularly in the United States), is attributable to “some 
powerful secular force, probably related to the investment and saving 
tendencies in the countries concerned.” ‘The level of investment 
must be kept in continuous equilibrium with the national income thus 
produced; otherwise general unemployment will result. 

An abundance of instructive data deals with the structure of occupa- 
tional distribution, the volume of production per unit of labor in var- 
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ious industries and countries, the correlation (or lack of correlation) 
between average size of plants and output per capita, the part to be 
attributed to the accumulation of capital, the sources of the prevailing 
inequalities of income distribution, and the main trends of world 
trade. 

As a source of statistical information over a wide range of subjects, 
this volume is of inestimable value; as a specimen of technical ingen- 
uity, accomplished singlehanded, in coordinating a vast array of 
disparate data gathered from unequal sources and fitting them into a 
synthesis, the treatise is admirable; but as a philosophy it is, in this 
reviewer's view, fatally astray. For the author, in substituting the 
method of the abacus for discursive reasoning, wilfully oversimplifies 
the range of economic phenomena and thus fails to interrelate the 
discordant aspects presented by the intricate problem of economic 
progress. 

ARTHUR SALZ 


Ohio State University 


TRIFFIN, ROBERT. Monopolistic Competition and General Equt- 
librium Theory. Cambridge: Harvard University Press. 1940. 197 pp. 
$2.50. 

For a moment, the goal of an all-embracing price theory seemed 
to be attained when Mrs. Joan Robinson, in her Economics of Imper- 
fect Competition, in 1932 rediscovered and expounded Cournot’s law: 
the output of the firm is in equilibrium when marginal costs equal 
marginal revenue. But great as the merits of that book were in having 
opened a new phase in the history of price theory, closer investigation 
proved that Mrs. Robinson had simply assumed the existence of a 
separate demand curve for the single firm’s product, which, in fact, is 
problematical except in the classical cases of “perfect” monopoly and 
“perfect” competition. It was the distinguishing feature of E. A. 
Chamberlin’s Theory of Monopolistic Competition to have realized 
this problem and to have added a third instance of great particular 
importance in which Cournot’s law can be applied: product differen- 
tiation within a large group of firms in the same “industry.” Less 
original, however, was Chamberlin’s contribution to the theory of 
“oligopoly,” dealing with the question whether equilibrium can be 
obtained in the small group also. The systematic analysis of oligopoly 
a few years later, in Stackelberg’s brilliant volume on Marktform und 
Gleichgewicht, was marred by the inadequacy of his basic psychology 
of economic warfare. His alternative —‘‘independent” versus “depen- 
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dent” market position (the producer either adjusting output com- 
pletely without regard to the other oligopolists’ decision or taking 
the competitors’ decision as definite) —is clearly insufficient as, for 
example, the chess player’s position shows; indeed, it is inadequate 
even as a description of the sociological phenomenon of leadership. 

Of the achievements and the shortcomings of his predecessors in the 
field of monopolistic competition, Mr. Triffin gives a precise and 
(with one exception, Frisch’s paper mentioned below) adequate ac- 
count in the first chapter of his book. He himself tackles the problem 
by redefining the concepts of monopoly, oligopoly and competition, 
which hitherto have been based on the qualitative notion of “com- 
modity,” “industry,” “small or large group.” The scientific concept 
of a commodity and the corresponding partial equilibrium concept 
of an industry have been based on the same physical properties of a 
good which in daily life make up its conceptual content. Thus a car 
is a car whether it is a Ford or a Rolls Royce, but, as Mr. Triffin ob- 
jects, is not the competition keener between Ford and Rogers Peet 
than between Ford and Rolls Royce? 

Triffin suggests that we use as criterion the degree of substitutability 
between goods, as established by the consumer, that we do away all 
together with a concept of an industry, and that we build the theory 
of competition and monopoly exclusively on the interrelationships 
between the maximizing units or “firms.” Within the same firm, he 
considers as different commodities, or different factors, units of goods 
between which the entrepreneur himself differentiates because of 
the technical circumstances of the use of factors and the buyers’ 
preference for commodities. Naturally, these concepts are shaped with 
respect to the particular topic of Triffin’s investigation. Their applica- 
tion to cartels or to firms which have agreements with other firms “in 
restraint of trade’”’ makes difficulties, which, however, exist also for 
the traditional theory of imperfect competition. Furthermore, dynamic 
theory may still need such categories as consumer goods industries 
and capital goods industries; the question whether there is substitu- 
tion between shoe machines and shoes would be meaningless. 

On the basis of the new concepts the competitive position of a firm 
can be defined only with respect to the position of any other particular 
firm. Triffin’s criterion is: how far, through the mechanism of demand, 
does the price — say, p,; — of a firm j affect the quantity — q, — of 
demand for the product of firm i, provided p, — the price of i — re- 
mains unchanged? Expressed in terms of relative changes, this cri- 
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terion becomes: —P. a We have then the two limiting cases of 
q: Ps 
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“isolated monopoly” (culminating in pure monopoly) and “homo- 
geneous competition,” for which Triffin’s coefficients are respectively 
zero and infinity. If the coefficient takes a positive value, then 
“heterogeneous competition” exists. Oligopolistic difficulties arise 
within competition (homogeneous and heterogeneous competition) 
if, in “circular” fashion, some of the firms j that influence q, are 
themselves affected by the change in the price-output policy of firm i. 
These interrelationships may, of course, be different on different 
levels of q; and p,. Considering the firm not as seller but as buyer, a 
similar coefficient is established for “pure monopsony,” “heteropsony”’ 
and “homeopsony.” And a related thought is followed in restating 
the concept of free or closed entry into an industry: is firm i affected 
by the appearance or disappearance of other firms j, and can it in- 
fluence such appearances and disappearances? 

The great elegance and simplicity of Triffin’s solution arouse sus- 
picion. Closer examination of the coefficient, however, shows it to 
conform with commonsense requirements. The significance of the 


basis ratio? becomes evident if we consider an industry with product 


differentiation of the large group type merged into one all-embracing 
monopolistic concern. Although the price set by the new concern 
would be higher than the price level of the group products, the ratio 


vl in relation to any outside firm j might not be smaller than be- 
fore. But Triffin’s coefficient, because of the larger value of q,; in the 
denominator, would show a smaller value, that is, it would be indi- 
cative of a stronger monopolistic power for the new concern compared 
with any firm in the old group. The general position of a firm in the 
market would be indicated by the highest among all the coefficients 
it possessed in relation to all the other firms. While naturally every 
firm possesses coefficients close to zero with respect to some other 
firms, only firms offering standardized commodities in “perfect com- 
petition,” in the traditional sense of the word, possess very high co- 
efficients. 

Triffin’s definitions do not, however, solve the fundamental problem 
of monopolistic competition: the conditions under which output and 
price can be considered determinate. Describing the relationship be- 
tween p, and q, (p; being given) and between p, and q; (p; being 
given) is only the first step in this direction. The question faced by 
the modern theory of monopolistic competition is: how does firm i 


typically react, by changing pu, if q, is affected by a change in p,? 
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Frisch’s general treatment of this problem, in his masterly article 
published in 1933,1 seems to the reviewer to be much sounder than the 
later approach of Stackelberg, who ignored Frisch. Triffin, who also 
does not seem to know Frisch’s contribution, excludes the problem 
from the realm of pure theory and relegates it to “empirical investiga. 
tion.” This differentiation is doubtful; pure theory could contain 
no more than the statement that somebody maximizes something, if 
it did not make use of additional facts from common economic ex- 
perience, such as the fact that the indifference curve is convex. I do 


ee eT 
not see any reason why theorems concerning “P+ or —— (Frisch’s “‘con- 


0q; 
0q; 


jectural variation”) are less theoretical than the coefficient. 
P 


There is one place at which, if I am not mistaken, Triffin could 
not help trespassing the bounds he had set himself. On page 115 
not only is Cournot’s law generally reintroduced as a condition of 
equilibrium, but the assumption of the given price of the respond- 
ing firm seems to be given up. “What determines a reaction from 
other firms is neither the influence of the first one upon their rev- 
enues, nor upon their costs, nor even upon their profits, but upon the 
advisability of modifying their price-output decisions.” The new co- 
Om) and b. (where x denotes profits) represent the 


OP; OP; Pi 
change in the amount of profit as brought about by the change in the 


prices of the other firm and by the induced change of the affected firm 
itself. But what are these induced changes, typically? 

As a further consequence of his self-imposed limitation, Triffin 
has not been able, the title of his book notwithstanding, to work out 
the changes in the traditional equation system of general equilibrium 
theory that are necessary if that theory is to cover also imperfect com- 
petition in the widest sense. In my opinion Frisch’s conjectural varia- 
tion, stated in sufficiently specific mathematical form,? could assist 
in defining the marginal revenue, even in an absence of a true de- 
mand curve for the firm’s product. Then “marginal revenue equals 
marginal costs” would replace the Lausanne equation set, “average 
costs equal price”; and similar qualifications could be introduced into 
the set of equations stating the condition of full use of productive 
services, the “normal” quantity of which, available at the pertinent 

‘Ragnar Frisch, “Monopole-Polypole—La notion de force dans l'économie,” in 
Nationalgkonomisk Tidsskrift (1933). 

*See, for example, R. G. D. Allen, Mathematical Analysis for Economists (1938) 
Chapters 8.8 and 13.9. 
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equilibrium supply price must equal the amount utilized in current 
production. 

In pointing out the limitations of Mr. Triffin’s analysis I do not 
mean to depreciate its high scholarly level. It is a brilliant book, even 
if it is not the last word in the theory of monopolistic competition. 

Hans NEISSER 
University of Pennsylvania 


BURNS, EVELINE M. British Unemployment Programs 1920-1938. 
Washington: Committee on Social Security, Social Science Research 
Council. 1941. 336 pp., appendices 35 pp., index 11 pp. $2.75. 

This study is centered around the problem of residual relief for the 
unemployed in Great Britain, in other words, that part of assistance 
which is to be paid after the claim of insurance benefit has been ex- 
hausted. Dr. Burns presents especially the period from the end of 
demobilization after the first world war up to the outbreak of the 
present war. In the first part of this period the major burden of resi- 
dual relief was carried by the expanded insurance system; in the 
second part by a combination of transitional assistance and public 
assistance which was successor to the poor law. It is shown how both 
systems proved to be unsatisfactory. But the great reform of 1935 
finally created a system of insurance for a limited time, and supple- 
mented the nationally administered needs-test assistance for normally 
employed persons. It unified and expanded residual relief to such a 
great extent that in the last years before the war only 1.5 percent of 
the employables among the unemployed were not covered. 

Dr. Burns discusses the main problems involved—the high degree 
of categorization and centralization, the degree of flexibility, financing, 
the means test and the question of how far the household as the unit 
for assessment of resources has proved acceptable to the popu- 
lation. She shows how the combination of categorical treatment of 
the unemployed and highly centralized administration has increased 
the likelihood of political influence. The average weekly assistance 
in 1937—25/6 for men and 13/4 for women—was not high as compared 
with the average wage rates, 55/6 and 30. But the relation of wages 
to assistance, especially in the case of low-paid young workers, caused 
concern, and concentrated attention on improving the wage system. 

Dr. Burns makes it clear that the British worker attaches tremendous 
value to the right to insurance, and she shows that with certain safe- 
guards this right does not involve undue financial cost or economic risk. 
Wage and payroll taxes, if not too frequently changed or too burden- 
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some, have proved to be convenient fiscal devices. The administration 
operates smoothly, in spite of the dual insurance-assistance program. 
Contrary to all expectations, the centralized relief administration has 
adapted itself to local and individual needs. The greatest shortcoming 
of the British system is that productive activities, such as work creation, 
training, promotion and transfer, have been handled less efficiently 
and successfully than the problem of maintenance of the unemployed. 

Many of the problems dealt with in this comprehensive study have 
been discussed also in the United States, and others will appear when 
the period of full employment comes to an end. Dr. Burns’ compre- 
hensive and penetrating study of the British experiences is therefore 
of great value to us. The author, with her British background and 
American experience, points out the special English traits which make 
the system workable in Great Britain, even though some of its character- 
istics, its centralization, for instance, might be unfeasible in other 
countries. The book constitutes an invaluable source of information. 

FRIEDA WUNDERLICH 














American Sociological Review 


The Official Journal of the American Sociological Society 
PUBLISHED BI-MONTHLY 


Partial Contents for August 1942 (Volume VII, Number 4) 


Tue Necao Fansemy in Banta, BRAZIL.......ccccccccccces Franklin Frazier 
SoME ASPECTS OF FERTILITY AND POPULATION GROWTH 

SNE a capa ae ala ba he eon ewe eHAN SS We es OREM Alexander Stevenson 
Notes ON THE CHANGING MEXICAN FAMILY.............- Norman J. Hayner 

NIE seo Ld rg Arata ag ania ices ial si tian ercauene oie bndierene ae Robert Redfield 
SoME Factors IN FAMILY FERTILITY AMONG SELECTED 

WISCONSIN FARMERS ........ George W. Hill and Harold T. Christensen 
FAMILY TRENDS IN THE UNITED States, 1790 To 1980.......... Paul C. Glick 

GE o vcccicccccnccesnsccceccrcnesstecsessesas Robert C. Angell 
Tue CHILp’s PREFERENCE FOR FATHER OR MOTHER........ Meyer F. Nimkoff 
A New EMPHASIS FOR NEIGHBORHOOD RESEARCH........ Frank L. Sweetser, Jr. 





Subscription $4 a year; single copies $1 


Conrad Taeuber, Managing Editor 
U. S. Department of Agriculture, Washington, D. C. 

















rd 
§ 








ion 


has 
ing 
on, 
tly 
ed. 
ive 
en 
re- 
re 








§ 
i 
i 





BOOKS RECEIVED 


ATWATER, ELTON. American Regu- 
lation of Arms Exports. [Monograph 
No. 4.] Washington: Carnegie Endow- 
ment for International Peace, Division 
of International Law. 1941. 266 pp., 
bibliography and index, 21 pp. $2. 

BAKER, HELEN. Women in War In- 
dustries. [Research Report Series, No. 
66.] Princeton: Industrial Relations 
Section, Princeton University. 1942. 69 
pp., bibliography 13 pp. 

COOPER, ISABELLA M. Bibliography 
on Educational Broadcasting. Chi- 
cago: University of Chicago Press. 
1942. 576 pp. $5. 

CROW, CARL, ed. Japan’s Dream of 
World Empire, The Tanaka Memor- 
ial. New York: Harper. 1942. 118 pp. 
$1.25. 

GAXOTTE, PIERRE. Frederick the 
Great. [Translated by R. A. Bell.] 
New Haven: Yale University Press. 
1942. 395 pp., bibliographical note 
and index 24 pp. $3.75. 

GINZBERG, ELI. Report to American 
Jews on Overseas Relief, Palestine and 
Refugees in the United States. New 
York: Harper. 1942. 92 pp. $1. 

The Greek Political Experience. [Studies 
in honor of William Kelly Prentice.] 
Princeton: Princeton University Press. 
1941. 221 pp., bibliography and index 
28 pp. $3. 

GREER, GUY, and HANSEN, ALVIN 
H. Urban Redevelopment and Hous- 
ing. [Planning Pamphlets No. 10.] 
Washizgton: National Planning Asso- 
ciation. 1941. 24 pp. 25 cents. 

HARTSHORNE, CHARLES. Man’s Vi- 
sion of God. Chicago: Willett, Clark. 
1941. 352 pp. $3. 

HAYES, CARLTON J. H. A Generation 
of Materialism, 1871-1900. [‘‘Rise of 
Modern Europe” series, ed. by Wil- 
liam L. Langer.] New York: Harper. 
1941. 340 pp., bibliographical essay 
and index 50 pp. $4. 


HOLMES, EUGENE CLAY. Social Phi- 
losophy and the Social Mind: A Study 
of the Genetic Methods of J. M. Bald- 
win, G. H. Mead and J. E. Boodin. 
New York: 1942. 78 pp. 

INTERNATIONAL LABOUR OFFICE. 
Approaches to Social Security, An In- 
ternational Survey. [Studies and Re- 
ports, Series M (Social Insurance) No. 
18.] Washington: International La- 
bour Office. 1942. 97 pp. 50 cents. 

JACOB, PAUL. Les lois de l’occupation 
en France. New York: Ecole Libre des 
Hautes Etudes, New School for Social 
Research. 1942. 28 pp. 25 cents. 

KERNER, ROBERT J. The Urge to the 
Sea. The Course of Russian History. 
Berkeley and Los Angeles: University 
of California Press. 1942. 190 pp., 
index 22 pp. $2.50. 

KRZESINSKI, ANDREW J. Is Modern 
Culture Doomed? New York: Devin- 
Adair. 1942. 176 pp. $2. 

LAIDLER, HARRY W., ed. Maximum 
Production: Warfare and Welfare. 
[L. I. D. Symposium.] New York: 
League for Industrial Democracy. 
1942. 32 pp. 15 cents. 

LEDERER, MAX. Secondary Education 
in Austria, 1918-38. [Federal Security 
Agency, Bulletin 1941, No. 9.] Wash- 
ington: U. S. Office of Education. 1942. 
41 pp. 10 cents. 

LEE, DWIGHT E. Ten Years, The 
World on Its Way to War, 1930-1940. 
Boston: Houghton Mifflin. 1942. 431 
pp., index 11 pp. $3.75. 

MACARTNEY, C. A. Problems of the 
Danube Basin. [“Current Problems” 
series, No. 12.] Cambridge: University 
Press. New York: Macmillan. 1942. 
157 pp. $1.25. 

MAC CORMAC, JOHN. America and 
World Mastery. The Future of the 
United States, Canada, and the British 
Empire. New York: Duell, Sloan and 
Pearce. 1942. 330 pp., index. $2.75. 








428 


MASLOW, HAROLD. The Intelligent 
Consumer’s Guide to Hospital and 
Medical Plans. [L. I. D. Pamphlet 
Series.] New York: League for Indus- 
trial Democracy. 1942. 32 pp. 15 cents. 

NEF, JOHN U. The United States and 
Civilization. [Walgreen Foundation 
Lectures, 1940-41.] Chicago: Univer- 
sity of Chicago Press. 1942. 410 pp., 
index 9 pages. $3. 

NEUMANN, FRANZ L. Behemoth. New 
York: Oxford University Press. 1942. 
477 pp., notes and index 65 pp. $4. 

POUND, ROSCOE; MCILWAIN, 
CHARLES H.; NICHOLS, ROY F. 
Federalism as a Democratic Process. 
[Publication No. 2 of the 175th Anni- 
versary Celebration, Rutgers Univer- 
sity.] New Brunswick: Rutgers Uni- 
versity Press. 90 pp. $1.25. 








SOCIAL RESEARCH 


POWELL, ELMER E. Spinoza and Re- 
ligion. Boston: Chapman and Grimes, 
1941. 340 pp. $2.50. 

QUIGLEY, HAROLD S. Far Eastern 
War, 1937-1941. Boston: World Peace 
Foundation. 1942. 332 pp., bibliogra- 
phy and index 37 pp. Cloth, $2.50; 
paper, $1. 

ROUGEMONT, DENIS. DE, and 
MURET, CHARLOTTE. The Heart 
of Europe. New York: Duell, Sloan 
and Pearce. 1941. 266 pp. $2.50. 

RYAN, JOHN A. Distributive Justice. 
[Third ed., completely revised and re- 
set.] New York: Macmillan. 1942. 348 
pp., index 9 pp. $4. 

Science, Philosophy and Religion (Sec- 
ond Symposium). [Papers prepared 
for the second meeting of the Confer- 
ence on Science, Philosophy and Re- 














AMERICAN ECONOMIC REVIEW 


Contents, June 1942, Volume XXXII 


PART I 
War FINANCE AND INFLATION........-..e20eeee0% William J. Fellner 
FUTURE OF FROZEN FOREIGN FUNDS...........-eeceeeeees Judd Polk 
SAVING, CONSUMPTION, AND INVESTMENT: II.......... Mordecai Ezekiel 


THE INFLATIONARY GAP.......... 


DISCUSSION 


eda ne aneeeeae Walter S. Salant 


Milton Friedman 


STATISTICAL Cost FUNCTIONS: APPRAISAL OF 


RECENT CONTRIBUTIONS........ 


pe abcde hie Michoacan Hans Staehle 


MOoDERN ECONOMICS AND THE INTRODUCTORY CouRSE.. Richard Clemence 


and Francis §. Doody 


Communications, Reviews, Periodicals, Notes 


PART II 
SUPPLEMENT on THE WORK anp MATERIALS oF THE T.N.E.C. 


The American Economic Review, a quarterly, is the official publication of the 
American Economic Association and is sent to all members. The annual dues 
are $5.00. Address editorial communications to Dr. Paul T. Homan, editor, 
American Economic Review, Y Brookings Institution, 722 Jackson Place, 
N. W., Washington, D. C. (temporary address); for information concerning 
other publications and activities of the Association, communicate with the 
Secretary-Treasurer, Dr. James Washington Bell, American Economic Associa- 
tion, Northwestern University, Evanston, Illinois. Send for information booklet. 























Re. 
mes, 


-ace 


gra- 
50; 


and 
art 
an 





BOOKS RECEIVED 429 


ligion in Their Relation to the 
Democratic Way of Life, held at 
Columbia University, September 1941. ] 
New York. 1942. 548 pp. 

SFORZA, CARLO. The Real Italians. 
A Study in European Psychology. 
New York: Columbia University 
Press. 1942. 156 pp. $2. 

SIMMONS, LEO W., ed. Sun Chief, The 
Autobiography of a Hopi Indian. 
[Published for the Institute of Human 
Relations.] New Haven: Yale Univer- 
sity Press. 1942. 397 pp., appendices 
56 pp. $4.25. 

SOULE, GEORGE. The Strength of 
Nations. New York: Macmillan. 1942. 
257 pp. $2.50. 

SPYKMAN, NICHOLAS JOHN. Amer- 
ica’s Strategy in World Politics (The 
United States and the Balance of 


Power). New York: Harcourt, Brace. 
1942. 472 pp., bibliography and index 
28 pp. $3.75. 

STACE, W. T. The Destiny of Western 
Man. New York: Reynal and Hitch- 
cock. 1942. 311 pp., index 10 pp. $3. 

TAYLOR, GEORGE E. America in the 
New Pacific. New York: Macmillan. 
1942. 156 pp. $1.75. 

TREVELYAN, HUMPHRY. Goethe 
and the Greeks. Cambridge: Univer- 
sity Press. New York: Macmillan. 1942. 
287 pp., appendix and index 34 pp. 
$3.75. 

WAPLES, DOUGLAS. Print, Radio and 
Film in a Democracy. Chicago: Uni- 
versity of Chicago. 1942. 181 pp. $2. 

WILSON, LOGAN. The Academic Man. 
New York: Oxford University Press. 
1942. 248 pp. $3. 


























THE JOURNAL OF 
LAND & PUBLIC UTILITY ECONOMICS 


A quarterly published in February, May, August 
and November by the University of Wisconsin 


The Journal, which was founded in 1925 by Richard T. Ely and is now in its 
eighteenth year, carries scientific articles dealing with the economic problems 
of land and public utilities. Its departments carry shorter notes and com- 


ments on current developments relating to urban land, land resources, and 


public utilities, as well as reviews of recent literature in these fields. 


Subscription—$5.00 per year 


Single copies—$1.50 


Editorial Offices 


Sterling Hall 





University of Wisconsin 


Madison, Wisconsin 


























THE GRADUATE FACULTY OF POLITICAL 
AND SOCIAL SCIENCE 





CURRICULUM 


1942-43 





INTERDEPARTMENTAL COURSES 


General Seminar: Current Problems of 
the Social Sciences—presented by the 
Faculty as a whole (F, S) 


Joint Seminar: Methodology of the So- 
cial Sciences—Max Wertheimer, Felix 
Kaufmann, Jacob Marschak, Kurt 
Riezler (S) 


Joint Seminar: Church, Community and 
State; The Reports of the Oxford and 
Malvern Conferences, 1937-40—Eduard 
Heimann, Carl Mayer (F) 


Joint Seminar: Religion and the Rise 
of Modern Capitalism; The Weber- 
Tawney Controversy—Carl Mayer, Leo 
Strauss (S) 


Joint Seminar: Emergency Administra- 
tion—Arnold Brecht, Alexander H. 
Pekelis, Richard Schiiller, Hans 
Simons, Hans Staudinger (F,S) 


Joint Seminar: Advanced Research—In- 
structors from the various depart- 
ments (F, S) 


ECONOMICS 


Eduard Heimann Adolph Lowe 


Alfred Kahler 


Jacob Marschak 


Richard Schiiller Frieda Wunderlich 
Hans Staudinger 


Collaborators—Emil Gumbel; Boris Mirkine-Guetzevitch 
Alexander H. Pekelis; Fernando de los Rios 


GENERAL ECONOMICS AND 
ECONOMIC HISTORY 


Economic Theory (F, S) 
Introduction to Economics (F) 
Economic Dynamics: Trend and Busi- 
ness Cycle (F, S) 
Problems in Advanced Economic The- 
ory (S) 


Selected Readings in Elementary Mathe- 
matical Economics and Econometrics 


—seminar (F) 
Competition and Monopoly (F) 
World Economics (F) 
Classical and Modern Analysis—seminar 

(F, S) 
Ethics and Political Economy (S) 
Stages of Economic History (S) 
Capitalism, Socialism, Fascism (F) 


ECONOMIC POLICY AND 
PUBLIC FINANCE 


Principles of Economic Policy, National 


and International (F, S) 
Principles of Public Finance (F) 
War Finance—seminar (S) 
Planning in War and Peace—seminar 

S 
Postwar Economic eiitiaiteles 
seminar (F) 


SPECIAL ECONOMICS AND 


STATISTICS 
Population Statistics: Population Growth 
and Decline—seminar (F) 
Economic Geography: Natural Re- 
sources in the War—seminar (F) 


Industrial Organization and Control in 
Wartime: Economic and Legal As- 
pects of Public Utilities—seminar (S) 


International Trade (F) 
International Trade and Trade Policy 

Between Two Wars (S) 
Money and Banking (S) 
Labor Problems in War and Peace (F,S) 
Industrial Relations—seminar (F) 
Social Security—seminar (S) 
Labor Legislation and Industrial Rela- 

tions (F) 
Labor Problems and Trade Unionism (S) 
General Statistics (F, S) 
Statistical Laboratory—seminar (F, S) 


STUDY GROUPS IN ECONOMICS 
(no fee and no credit) 


Advanced Economics (F, S) 
War and Postwar Cooperation Among 
the Americas (F, S) 
Social and Economic Controls in Ger- 
many and Russia (F,S) 


Fall courses are indicated by F, Spring courses by S§ 





~sS, se no eo —_—_ Sf 


— 


6 








C0 et eer 


~~ 


te ee ee ee 


we eS a ew 





P 





A RECONSIDERATION OF THE 
LAW OF SUPPLY AND DEMAND 


BY ADOLPH LOWE 


The Problem 


We APPEAR to be in the midst of another Methodenstreit. The 
arguments for and against the worth of economic laws and deduc- 
tive theory generally, so familiar to the economists of a previous 
generation, have returned, though in a somewhat different philo- 
sophical attire. 

It was long overdue that the champions of logical positivism 
should seize upon a subject so tempting as economic analysis. 
In some manner Schumpeter’s early work’ had already antici- 
pated the positivist approach. Since then Hutchinson’ has de- 
voted a whole book to the contention that the traditional pro- 
positions of deductive economics are devoid of any empirical 
content. According to his view they formulate no more than a 
system of definitions which, if consistent, can be derived from 
one another by a deductive chain. The strictness of economic 
deduction, as well as its circularity, only strengthens Hutchinson's 
conviction that its propositions pertain to the logic of verbal 
manipulations, not to the occurrence or non-occurrence of facts. 

F. H. Knight,’ the leader of the counter-offensive, has actually 
yielded the main ground to the opponent. Not so long ago he 
insisted on a “close analogy between theoretical economics and 

J. Schumpeter, Das Wesen und der Hauptinhalt der theoretischen National- 
Gkonomie (Leipzig 1908). 

*T. W. Hutchinson, The Significance and Basic Postulates of Economic Theory 
(London 1938); see especially Chapters 2 and 3, and also his “Reply to Professor 
Knight,” in Journal of Political Economy, vol. 49 (October 1941) pp. 732-50. 

8See Frank H. Knight, “What is Truth’ in Economics?,” in Journal of Political 
Economy, vol. 48 (February 1940) pp. 1-32, and his “Rejoinder” to Hutchinson, 


ibid., vol. 49 (October 1941) pp. 750-53. See also his paper, “Professor Parsons 
on Economic Motivation,” in Canadian Journal of Economics and Political Science, 


vol. 6 (August 1940) pp. 460-65. 
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theoretical physics,” claiming that the conclusions of the former 
are “descriptive of reality.”* Now he scorns this analogy and 
denounces the idea that the propositions of economic theory 
should be submitted to any empirical test. By assigning to them 
the function of describing ‘‘an ideal, not the reality,’’”* he injects 
a new alternative into the dispute between believers in the em- 
pirical validity of economic laws, and their skeptical opponents, 

Felix Kaufmann, in a recent survey of this discussion,’ has 
carefully weighed the conflicting arguments. But his verdict 
contains little to restore our belief in the empirical relevance of 
economic theory. He treats its laws as “heuristic postulates” 
which outline a program for scientific inquiry without referring 
to “the very nature of the objects of inquiry.” In this approach 
Kaufmann does not contest the traditional method, by which, for 
example, the behavior of a seller in a perfect market is predicted: 
since we know from experience that the profit motive plays a big 
role in most exchange transactions, the simplifying assumption 
that the profit motive is the only incentive in such transactions 
may yield practically useful conclusions. But, and this is Kauf- 
mann’s central point, in making this assumption we do not pro- 
nounce on the actual or essential behavior of sellers in the 
market. We have adopted the concept of the “economic man,” 
but this amounts to no more than a scientific convention. If the 
results of an empirical test contradict our conclusions we can 
modify the heuristic postulate chosen. Yet whatever we do, so 
long as we interpret such postulates as a methodological program, 
contradictory evidence challenges their adequacy as a tool rather 
than their factual content. 

The following observations pertain to a much lower level ot 
abstraction, though the meaning and empirical relevance of the 
laws of the market will indeed be the main problem. I propose 





* Frank H. Knight, “The Limitations of Scientific Method in Economics,” in his 
The Ethics of Competition (New York and London. 1935) pp. 135-39. 

5 See his ‘Rejoinder,” loc. cit., p. 752. 

*F. Kaufmann, “On the Postulates of Economic Theory,” in Social Research, 
vol. 9 (September 1942) pp. 379-95, especially Section v. 
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to discuss it, however, on the level of economic theory, that is, to 
focus attention on the “order of the world” to which these so- 
called laws refer, rather than on the scientific procedure by which 
they are formulated. Not the methods of economic inquiry but 
the process of bargaining and exchange itself, especially as re- 
flected in the minds and actions of the participants, will be the 
main field of our investigation. 

Still, our reconsideration of the laws of the market within the 
framework of economic theory will be in agreement with modern 
epistomologists at least on what those laws do not mean. As a 
matter of fact, we shall begin by repudiating all attempts to read 
into these laws any sort of ‘causal necessity” or even “statistical 
probability.” Only if we renounce the claim that they enable us 
to explain and predict exchange transactions and market pro- 
cesses in general, will the real meaning of the economic laws be- 
come manifest. What they in fact pronounce is not empirical 
generalizations on particular market movements, but the condi- 
tions for the stability and autonomy of the market process as a 
whole. 


The Empirical Validity of the Law of Supply and Demand 
Our first task must be to describe the subject of our inquiry in 
terms as unambiguous and as widely acknowledged as possible. 
For this purpose I shall choose the formulation of the law of 
supply and demand which is current in the Cambridge School of 
Economics and has been popularized through H. D. Henderson’s 
brilliant little handbook.’ Expressed “in the most concise and 
formal manner possible,’ the law consists of three propositions: 

1. ‘When at the price ruling, demand exceeds supply, the 
price tends to rise. Conversely when supply exceeds demand, the 
price tends to fall.” 

2. “A rise in price tends, sooner or later, to decrease demand 
and to increase supply. Conversely a fall in price tends, sooner 
or later, to increase demand and to decrease supply.” 


7H. D. Henderson, Supply and Demand (London 1932) Chapter 2, §1. 
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5. “Price tends to the level at which demand is equal to sup. 
ply.” 

If the question should be raised why we select the law of supply 
and demand, of all the different laws of the market, the answer, 
here too, has been anticipated by Henderson. These three pro- 
positions ‘‘are the cornerstone of economic theory. They are the 
framework into which all analysis of special, detailed problems 
must be fitted.”” Therefore, we may add, in analyzing their mean- 
ing we also determine the significance and limits of the particular 
laws of the market that are derived from them. 

We have now to ask: are these propositions true, and if so, in 
what sense? Following the logical positivists* we can understand 
them, first, as statements about the relations between a number of 
definitions, such as “amount demanded” and “rise in price’’; thus 
interpreted they certainly lose all empirical significance, and we 
had better withhold from them the pretentious label of “law.” 
But Hutchinson himself and, even more convincingly, Kaufmann’ 
have shown that our law will be reduced to such a purely analyti- 
cal proposition only if we add the “‘ceteris paribus clause’ in its 
most comprehensive interpretation, thus excluding an “indefinite 
number of undetermined factors.’”’ We are, however, under no 
logical compulsion to apply the isolating method in such a radical 
way. If we exclude only some “‘disturbing”’ elements, and clearly 
define them, we are left with sufficient factual substance to raise 
our hypothesis to the level of a synthetic proposition. 

No proof is needed that from Adam Smith to Alfred Marsha!l 
our law was always understood as a synthetic proposition, express- 
ing invariant relations between facts. It was, in other words, 
regarded as an empirical law. 

It is here that the famous analogy of economic laws and physi- 
cal laws comes into play. Time-honored as it is, this analogy has 
lost a good deal of its precision since the modern reinterpretation 
of physical laws. While today many scientists treat the latter as 


8 See footnote 2, above. 
* Op. cit., pp. 386-89. 
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no more than statistical generalizations, classical physics claimed 
causal necessity for the relationship which a natural law estab- 
lishes between a number of facts. It is in this sense of causal 
relationship that the laws of the market were understood until 
quite recently.” For this interpretation various reasons can be 
put forth. On the one hand, the economic laws received their 
scientific formulation during the age of, and in close connection 
with, the rise of classical physics and astronomy.” But on the 
other hand, social phenomena as such possess, quite apart from 
any historical links, an essential quality which seems to justify the 
search for causal relationships in economics even when modern 
physics is inclined to abandon this question to metaphysics. 

In J. S. Mill’s formulation,” explanation in the natural sciences 
“is but substituting one mystery for another,’ because there is no 
scientific answer to the “why.” But while natural phenomena 
are indeed open only to description and measurement, social 
phenomena can also be “‘understood,” that is, interpreted on the 
basis of self-observation. For this reason it is quite legitimate to 
ask why prices should rise when demand increases. The answer 
is implied in the law of supply and demand if we only reformu- 
late it in a manner which brings the underlying motivations into 
relief. It then amounts to something like the following assertion: 
when buyers show their willingness to increase purchases at the 
ruling price, sellers try to raise prices, and conversely. 

No doubt this “psychological” formulation of our law is more 
substantial than the former “mechanistic” one, shaped after the 
pattern of physical laws. Also, it opens a deeper insight into the 
forces ruling the movements in the market than any physical law 
has ever opened into the forces that dominate the behavior of 
bodies and other entities of nature. But may we take the fact that 


10 The turn was initiated in 1911 by H. L. Moore’s Law of Wages. 

11For the similarity of the logical structure of classical economics to that of 
classical physics see my paper “Ueber den Sinn und die Grenzen der verstehenden 
Nationalékonomie,” in Weltwirtschaftliches Archiv, vol. 36 (October 1932) pp. 


+150-62. 
12See his System of Logic, Book m1, Chapter 12, §6. 








436 SOCIAL RESEARCH 


we understand the interdependence between two economic events 
as a proof of causal necessity? 

It is certainly plausible that a seller raises his price whenever 
by doing so he increases his gains. But can we not also under- 
stand a seller who acts differently, who for example charges al- 
ways a price equal to costs, independent of changes in demand? 
If we may trust the anthropologists such behavior is practiced in 
a number of primitive civilizations, and for reasons that we can 
well understand. The patristic writers derived the same sort of 
behavior from the first principles of Christian ethics and imposed 
it, through the rules of canon law, on the lay world. Therefore 
the understanding of motives does not by itself constitute a safe 
basis for postulating any specific course of action as necessary, 
that is, causally exclusive. 

Still it could be asked, and again in analogy with physical laws, 
whether such inconsistencies should not be treated as mere aber- 
rations from a general law, aberrations that are due to the influence 
of disturbing factors whose effects can be accounted for by special 
investigations. Just as we cling to the law of falling bodies 
though we see the wind carry a feather in the upward direction, 
the behavior of a follower of St. Francis or Gandhi need not re- 
fute the empirical validity of the law of supply and demand. We 
may still uphold it if we can show that conformity with the law 
is the “normal” or “‘pure’’ case of market behavior, the disturbing 
factors tending “to balance and neutralize one another.’* Thus 
the question arises whether there is any sort of behavior which 
can be said to fulfil the requirements of “normality” and at the 
same time conform with the propositions of our law. 

Since the days of the classical writers economic theorists have 
indeed tried to establish a specific conduct as the normal behavior 
in the market. Though their terminology varies they have usual- 
ly in mind some version of the “economic man” and his so-called 
rational behavior, be it “conduct in which the strength of the 


18 See J. N. Keynes, The Scope and Method of Political Economy (London and 
New York, 1891) pp. 210, 212. 
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motives chiefly concerned can be measured by a money price” 
(Marshall), or action according to the “principle of the least 
means” (Oppenheimer). Normal, then, is any market behavior 
which makes the calculation of pecuniary gains the criterion for 
the choice between alternative actions. 

Unfortunately, not even in a completely rational world—in 
the sense of one completely motivated by pecuniary considera- 
tions—would actions in conformity with our law rise to the level 
of causal necessity. Rather it has to be admitted that calculation 
of pecuniary gains often suggests behavior that sharply contradicts 
its propositions. This is especially true in regard to the second 
proposition, which couples rising prices with increasing supply, 
and conversely. Experience often shows quite a different relation, 
particularly in the markets of the factors of production. In spite 
of falling wages workers have in many cases increased the supply 
of labor; a reduction in the rate of interest has sometimes stimu- 
lated savings; and the supply of agricultural products has fre- 
quently varied inversely with their price. And yet in the special 
circumstances that surround them, these occurrences certainiy 
represent the adequate means of maximizing money income.” 

From all this we have to conclude that neither an understand- 
ing of human motives in general, nor the special criterion of the 
pecuniary incentive, entitles us to predict any one course of action 
as the normal outcome of changes in demand or supply, or of 
variations in price. Therefore it appears that we had better give 
up all attempts at causal interpretation, and confine ourselves to 
the more modest conception which modern physics has formed 
of its laws. ‘There may be numerous exceptions, and it may be 
impossible to determine all the disturbing factors—but the law 
of supply and demand may still be treated as a statistical rule, on 
the same level as Pareto’s law of income distribution.” 

Yet not even in this modest sense can empirical relevance be 


14See J. R. Hicks, Value and Capital (Oxford 1939) Chapter 2, for the best 
theoretical exposition of such cases. Following his terminology I shall refer to 
them under the heading of the “income effect” of price changes on supply. 

15 See Hutchinson’s book (cited above) p. 64. 
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claimed for our law. The frequency of events confirming it is 
too low. Some of the exceptions have been mentioned above; 
among them are the exchange transactions typical of whole civi- 
lizations and even of important sections of the capitalist market. 
And as for the majority of the remaining transactions, a statistical 
inquiry covering the past hundred years would very likely reveal 
that rising prices were more often followed by rising demand, and 
that only seldom was increasing supply accompanied by falling 
prices or decreasing supply by rising ones. This refers, of course, 
to the movements occurring during the ups and downs of the 
business cycle. But what else than a sequence of business cycles 
does an empirical investigation of capitalism reveal? 


The Need for Imperatives of Economic Behavior 


The foregoing survey of the meanings traditionally associated 
with the law of supply and demand has not yielded any promising 
results. We might just as well abandon the whole concept, were 
it not for a reason that lies outside the realm of methodology. 
Our law is not a brainchild of theorizing scientists. Since Thales’ 
successful speculation in oil presses’® it has been the businessmen 
who have upheld the belief in the regularity of the market move- 
ments. Even today most of them trust so much in their ability to 
calculate the course of events that they scorn any collectivist ac- 
tion directing that course. 

As seen through the eyes of participants rather than of observ- 
ers of the exchange process, the function of our law can be clearly 
stated: it supplies them with a directive for their economic de- 
cisions. Or, if we wish to express it in terms of the modern text- 
book language: in order to balance ends and scarce means the 
members of a free exchange economy require a standard, and 
some such standard is offered by the law of supply and demand. 

The actual function of such a standard becomes manifest if 
we contrast the self-steering process of the market with the 
mechanism of a collectivist economy. There it is the planning 


16 See Aristotle, Politics, Book 1, 1259 a 6 ff. 
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authority which makes the economic decision, by determining 
which wants of the group are to be satisfied with the available 
means, and in what manner. The mechanism which then trans- 
forms this economic decision into action is administrative com- 
mand, leaving to the executive organs no freedom for any further 
balancing of ends and means.” Therefore failure to fulfil the 
plan can be due only to error or illegal conduct. 

All structural singularities of a free exchange economy arise at 
just this point. My decision to acquire a hat in the market is not 
in itself sufficient to extort adequate action from others, even if 
I possess purchasing power. Some hatter has to be willing to sell 
me one. But all the hatters in the market are fully entitled to 
refuse, as are the owners of the productive factors whose services 
have to be enlisted if any hats are to be supplied at all. Under 
collectivist planning al! actions are the enforceable result of one 
authorized economic decision. Contrariwise, a chain of inter- 
locking but entirely spontaneous actions is necessary for any 
economic decision to materialize in a free market system. But 
since it is the very nature of a free market that no one is in charge 
of interlocking, there a substitute is required for the adminis- 
trative command which achieves coordination in a collectivist 
economy. The substitute is a code of market behavior observed 
spontaneously by the partners in exchange. 

The law of supply and demand is nothing else than the formu- 
lation of such a code. It defines a line of economic behavior 
which brings the independent actions of innumerable individuals 
into agreement, and thus contains an imperative, rather than a 
description of empirical facts. ‘Therefore it should be formulated 
in terms somewhat like the following: “if the market is to be 
an effective instrument for want satisfaction, sellers should raise 


17We speak here of the pure counterpart of a free exchange economy, that 
is, of fully centralized collectivism. Whether in such a system the decision, as laid 
down in an authoritarian scale of preference, coincides with the scales of prefer- 
ence of the group members, is a very delicate problem. But it is political rather 
than economic, and must certainly not be confounded with the question how the 
economic decision, once made, is transformed into action. 
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prices when buyers increase their demand,” and so on, for its 
other propositions. It points to a possible signal system—preceding 
variations of prices and volumes—from which subsequent actions 
should take their bearings, and it prescribes the direction of these 
actions. 

Obedience to fixed rules of conduct is the price man has to pay 
for the advantages of a “social” economy. Where such rules are 
not imposed by external command, as they are in a collectivist 
economy, they have to be internalized into group habits operating 
through the ostensibly free choices of the members of a free market 
economy. Only if we can be certain that our actions will elicit 
from our partners reactions adequate to our desires, can we take 
the risk of abandoning Robinson Crusoe’s autarchy and special- 
izing in an unplanned economy based on division of labor. Wher- 
ever producers refuse to respond to consumers’ demands in a cal- 
culable manner, the latter are threatened with starvation. And the 
producers themselves are no better off if the productive factors 
refuse to vary the supply of their services with the offer of different 
rewards. For this reason the general acceptance of some standard- 
ized bargaining behavior was a primary condition for the free 
market to develop into an economic system, that is, into the pre- 
dominant instrument of continuous want satisfaction. 


The Process of Provision 


This definition of the central problem posed by a free exchange 
system is in accord with the classical tradition. But the problem 
so defined differs significantly from the more modest task that 
modern theory usually sets itself. Since the days of Walras the 
main concern of economic theory has been to discover that set 
of prices and volumes which, in clearing the market, would pro- 
vide optimum satisfaction for all exchange partners, when choices, 
conditions of production and distribution of purchasing power 
are given. If the problem is posed in this way, differences in the 
market behavior of the exchanging partners can indeed be 
neglected. They are part of the data, just as the collective scale of 
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preference is a datum to the administrators of a planned economy. 
Whatever the individual choices in buying and selling may be, 
there is always one set of prices and volumes which, on the basis 
of these choices, is preferred by each participant to any other 
of the possible sets which would also clear the market. 

No doubt, this problem of how equilibrium can be deduced 
from given tastes and resources is of considerable importance for 
a free market, no less than for a collectivist system. By concen- 
trating on it, modern equilibrium analysis has even achieved a 
spurious unity of economic theory. But in reducing the analysis 
of the market to the calculation of a number of successive yet dis- 
connected equilibria, it glosses over the structural difference be- 
tween an autonomous and a planned process of provision. 

A simple consideration shows that the choices of the market part- 
ners, as expressed in their initial price offers and price charges, 
are not on a par with the choices of a planning authority as ex- 
pressed in its administrative commands. The equilibrium estab- 
lished by the latter is final, in the sense that one of the many 
possible arrangements of resources is once and for all ordained 
as the adequate coordination of the known ends and means. 
Through an instantaneous decision the planner brings about a 
state of affairs equivalent to what in a market economy is called 
“equilibrium of production.” 

Now it is a commonplace in the theory of the market that only 
by accident does equilibrium of production arise instantaneously 
from those independent choices that determine a momentary 
equilibrium of exchange. It is all right for the hatter to react 
to my additional demand by putting up prices to a point where 
the market can be cleared; with tastes and resources as originally 
given, this position may be the optimum attainable at that mo- 
ment. But with demand exceeding supply at the previous 
price, myself or some other potential customer is to remain un- 
provided for the time being. By assuming the validity of the law 
of supply and demand and, for the sake of simplicity, constant 
returns, it can be concluded that through a sequence of further 
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transactions a position will finally be reached in which the market 
can again be cleared, but now at a volume of supply increased 
by the amount of the original increase in aggregate demand. Only 
if and when this equilibrium of production is attained all around, 
have the partners in the market secured a state of provision 
equivalent to that which the planning authority establishes by 
administrative command. 

But while this final state of affairs can be read in the original 
choices of the planner, the initial choices of the bargaining part- 
ners, which lead to the subsequent exchange equilibria in the re- 
tail, wholesale, labor, capital and other markets, contain only part 
of the data adequate to the final equilibrium of production. In 
order to predict the constellation to which the market process 
ultimately tends, we have to know also the direction of all future 
choices occurring during the successive phases of adjustment. 
These include the decisions of a number of exchange partners, 
wholesalers, producers and the rest, who have no share whatever 
in the establishment of the primary exchange equilibrium between 
consumers and retailers. And yet, only if these subsequent re- 
sponses can be inferred with a sufficient degree of certainty, can 
observers of the exchange process calculate the final state of rest 
and, even more important, the members of the market emit the 
appropriate stimuli. 

From this we have to conclude that the sequence of events in 
the market describes a “process” in another and more significant 
sense than do the actions through which planning materializes. 
The collectivist decision which chooses between ends competing 
for the scarce stock of means precedes the very start of the actual 
process of provision. All further decisions which have to be made 
during this process are of an exclusively technical and adminis- 
trative nature, concerning the selection of the appropriate means 
for a given, or rather prescribed, scale of ends. Therefore we 
had better speak here not of an economic but of a technical” 


18 See L. Robbins, An Essay on the Nature and Significance of Economic Science 
(London 1935) Chapter 2. 
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process. Itself devoid of any decisions on ends, it fills the in- 
terval between two such economic decisions, each of which, by 
referring to a different period of provision, is in principle inde- 
pendent of the other. 

It is this discontinuity of economic decisions, coupled with the 
full knowledge of all data determining the final state of provision, 
which makes the “spot” or “‘period”’ analysis of modern theory so 
appropriate for the study of “one will” economies, Robinson 
Crusoe or collectivist. ‘There the theoretical observer’s calcula- 
tions, based on the initial data, are indeed identical with those 
of the practical planner. 

In sharp contrast with this essential discontinuity of “one will” 
systems, a free exchange system, by its very nature, consists in the 
sequence and coordination of a number of individual decisions, 
each of which is concerned with the balancing of ends and means 
in a changing constellation of data. Here the chain of successive 
exchanges, which has to be built up (or anticipated) for every 
single instance of provision, forms a process in quite a new sense. 
To keep it in motion, more has to be achieved than the selection 
of means for ends chosen at random. As the technical process 
of provision moves on, the exchanging partners’ ends themselves 
have to be established by them anew in each phase. Every one 
of these economic decisions, and the phases to which it refers, 
represents no more than a fragment of a process which must take 
its full course if provision is to be assured. From the technical 
point of view of provision the smallest unit period is the entire 
process, extending from the primary exchange transaction to the 
ultimate adjustment of the equilibrium of production. From the 
economic point of view of balancing ends and means this technical 
unit period is divided into a number of distinct periods, each 
dominated by spontaneous economic decisions. Only if all these 
decisions interlock can the technical unit period be completed. 

Yet by no means may we take the concatenation of these de- 
cisions for granted. There is no necessity, logical or psychological, 
for any individual’s choice to include adequate consideration for 
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the choices of his exchange partners. If all the hatters in the 
market adopt the mediaeval ideal of aiming at a customary stand- 
ard only, they may disregard my additional demand and increase 
neither prices nor production. In order to realize what is implied 
in the modern attempt to build the theory, and consequently also 
the practice, of the market on nothing else than the interplay of 
independent choices, we have only to consider the following 
hypothesis of a limiting case. We assume that both buyers’ pref- 
erences and sellers’ incentives become less and less influenced by 
money considerations and give way to all sorts of personal, 
national, racial and other discriminations. In the course of this 
development even physically homogeneous goods and equal 
money offers will lose their economic equality and interchange- 
ability. In the end the market will consist of a number of bilateral 
monopolies, with the full range of indeterminateness which char- 
acterizes such a constellation. The process of provision has 
ceased to function, though the bargaining monopolists still mani- 
fest their choices in their demand and supply schedules. 

From all this it follows that the functioning of the market can 
be demonstrated only by “process analysis,” that is, by investigating 
if, and in what manner, the sequence of spontaneous choices fits 
together in complete techrucal processes of provision. This 
“dynamic” approach has in the past been confined to the analysis 
of the aggregate flow of the market.” But it cannot be dispensed 
with in the partial analysis of even a single instance of provision. 
Process analysis in this sense is not a complicated superstructure 
of hypotheses erected on the plain foundations of static equilib- 
rium. It deals with the essential nature of this very equilibrium, 
understood as an equilibrating process. 

19This is true not only of general business cycle theory and such dynamic 
models as those devised by Keynes or Hicks, but also of the more fundamental 
discussion on process analysis which has recently started in the circle of the 
econometrists. See, for example, Johan Akerman’s “Annual Survey” in Econo- 
metrica, vol. 4 (1936), and the discussion at the New Orleans meeting of the 
Econometric Society in 1940 (Econometrica, vol. 9, 1941, pp. 183-84), especially 


A. Smithies’ paper on “Process Analysis and Equilibrium Analysis,” now fully re- 
printed in Econometrica, vol. 10 (1942) pp. 26-38. 
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Only such process analysis can finally solve the riddle of a free 
market system: how is freedom of choices compatible with integral 
order? The solution is rather trivial: to achieve such compati- 
bility, the subjective preferences have to conform with an objec- 
tive pattern, though conformity with the pattern may, and even 
should, be experienced as a spontaneous decision. 

The classical writers, in their emphasis on innate propensities 
and an objective substance of value, saw clearly that some supra- 
individual standard is indispensable for the practice no less than 
for the theory of exchange. ‘This does not reduce the merit of 
the marginalist revolution of two generations ago, and its de- 
nunciation of the psychological and technical fallacies of the 
classical doctrines. But the radical subjectivism of the margin- 
alist school has deprived modern theory of any criterion by which 
a pattern of interlocking choices can be distinguished from a sum 
of random choices.” Against the classical speculations on price- 
determining substances, modern theory has rightly stressed the 
ultimate sovereignty of individual choices, as it has rejected with 
equal right the doctrine of their natural determination;” it 
recognizes, in fact, that a “pure” market is kept in motion by 
nothing else than individual choices. Nevertheless, these choices 
that keep it in motion are not of any and every kind, but only 
of such a kind as conforms with an established social pattern. 


The Stability Conditions of the Market Process 


Every process of provision has to be understood as a chain of 
interlocking choices. In order to make the choices interlock each 


20 The similarity of this problem to those posed by modern Gestalt psychology 
is obvious. I hope I have convinced Professor Max Wertheimer by the foregoing 
analysis that, whatever economists may have claimed, the “harmony theory of 
laissez faire” cannot be built on the “Boltzmann principle.” See his paper, “On 
the Concept of Democracy,” in Political and Economic Democracy, ed. by M. Ascoli 
and F, Lehmann (New York 1937) p. 279. 

21Some reservation has to be made, of course, with regard to the Cambridge 
School and its clinging to such concepts as “real costs” and “economic man.” The 
clandestine, but significant, role that similar concepts play in even the most highly 
formalized systems deserves a study of its own. See, for example, Hicks, op. cit., 


pp. 23-24. 
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participant in exchange must be able to forecast the manner 
in which his contracting and competing partners are going to 
respond to the specific stimuli emitted by his own choices. This 
foreknowledge, and thus the determinateness of the variations of 
relative prices and volumes, depends on the acceptance of a 
general code of bargaining conduct. 

But the code as formulated in the law of supply and demand 
is not the only one which makes the processes of individual pro- 
vision determinate and thus calculable. A very different rule— 
the coupling of rising prices with rising demand and rising supply, 
and of falling prices with falling demand and falling supply—is 
no less determinate and is certainly a better guide for empirical 
research in the capitalist market. A study of mediaeval markets, 
or of the various schemes recently devised for a socialist market 
economy,” reveals still other patterns of behavior. What special 
function can the law of supply and demand claim among this 
multitude of rival imperatives? 

Determinateness of the variations of relative prices and volumes 
may be a satisfactory guide for some partners in the market. But 
for the continuous provision of all members of a free exchange 
economy such determinateness is, though a necessary, not a suf- 
ficient condition. This can easily be shown in the limiting case 
of a code of sellers’ behavior which would make sellers respond 
to rising demand by putting up prices without expanding sup- 
ply. Such conduct, fully determined and, at first sight, even 
profitable as it may appear from the individual seller’s point of 
view, would in fact not allow a single process of provision to 
mature. Equally determined but also defective, from the col- 
lective point of view, are behavior patterns which give rise to 
cumulative movements. This is true of the actions induced by 
the “income effect’ as well as of the more complicated opera- 
tions that take place during the business cycle. In both cases 
maximum profit, or at least minimum loss, for certain individuals 

22For one example see A. P. Lerner, “Statics and Dynamics in Socialist 


Economics,” in Economic Journal, vol. 47 (1937) pp. 253-70. 
28 See footnote 14, above. 
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may result from such behavior. It may even carry a number of 
processes of individual provision to completion. Nevertheless 
the glutting of the market by impoverished farmers cannot be 
regarded as a constellation favorable to aggregate provision. Nor 
can we so regard the cyclical downswing, when falling prices pro- 
voke falling demand and thus a cumulative shrinkage of total 
activity. 

From this two important conclusions have to be drawn. In the 
first place, neither determinateness nor rationality, in the sense 
of maximization of individual incomes and profits, makes by 
itself a behavior pattern appropriate for the purpose of aggregate 
provision. In discussing the ‘‘income effect’”” we emphasized that 
the behavior suggested by such considerations of individual 
rationality is not in all circumstances identical with the behavior 
postulated by the law of supply and demand. Now we have to 
add that such individual rationality, symbolized in the concept 
of the “economic man,” need not coincide with what may be 
called “collective rationality,” that is, with behavior which as- 
sures continuous aggregate provision. What additional condition 
besides determinateness and individual rationality has to be ful- 
filled if a behavior pattern is to be rational also from the collec- 
tive point of view? 

In the second place, all these considerations about aggregate 
provision remind us of the obvious fact that the market process 
as a whole is more than a mere agglomeration of the processes of 
individual provision, to the analysis of which we have so far con- 
fined ourselves. “On the one hand . . demand must logically be 
given as a starting point at the beginning of the market; it is this 
demand which production tries to cater to and to meet. But on 
the other hand . . the stratification of demand is . . the result of 
the immediately preceding period of the market. Everybody is a 
consumer with the purchasing power which he has earned as a 
producer in the preceding period.” Clearly, what we have so 


*4E. Heimann, “Sociological Preconceptions of Economic Theory,” in Social 
Research, vol. 1 (February 1934) pp. 31-32. 
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far called a process of provision has two different aspects according 
to the position of the individuals in the exchange transactions. 
While it provides the buyer with goods and services it provides 
the seller with spending power. And there is an important dif- 
ference between these two aspects. ‘The process of “real” pro- 
vision comes to its natural end every time buyers have received 
their goods or services. But the compensatory obtainment of 
spending power by the sellers forms only one link in a chain ot 
spending acts which covers successive periods of provision. 

Now we have reached the point where we can define the aggre- 
gate flow of the market in terms of process analysis. From this 
point of view the market is an infinite, because circular, process 
of spending, composed of many finite processes of individual pro- 
vision which secure the periodic reproduction of commodities 
and of spending power. At the same time is revealed the addi- 
tional condition for the maintenance of the market flow, and thus 
of aggregate provision. We saw above that the finite processes 
of individual provision are impelled by nothing but individual 
choices. In the same manner the only link between these elemen- 
tary processes, and thus the motive force of the continuous spend- 
ing process, is the spontaneous decisions of individuals. Only if 
all of them choose to spend (consume or invest) the income re- 
ceived during the present technical period, will all of them re- 
ceive income during the next period and thus be able to assure 
provision. Again, in order to guarantee the continuity of the 
composite process of spending, a code of behavior is required no 
less determinate than the imperatives which direct the simple 
processes of provision. 

This time, however, no doubt can arise as to the content of the 
behavior pattern. If aggregate spending is to be preserved rising 
prices must not be followed by rising demand, nor falling prices 
by falling demand. The latter reaction leads to a cumulative 
decline in expenditure and income. The former cannot occur 
unless the latter, that is, “deflationary” behavior, has gone before, 
thus producing an accumulation of spending reserves, or unless 
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the autonomy of the market has been violated by the artificial 
creation of spending power. But when it does occur it brings 
about the distortions of the spending pattern characteristic of the 
boom. If, however, every reduction in price is answered by an 
increase in demand, and every rise by a decrease, the process of 
spending can be maintained on its previous level. This result is 
certainly assured if the described behavior characterizes the buy- 
ers and sellers of productive services as well as of commodities, 
so that the factors of production move between the sections of the 
market according to the variations of their respective prices. 

Once more the law of supply and demand is revealed as a 
maxim that calls forth the interlocking choices. To be sure, more 
than one maxim may offer itself for the task of fusing at least some 
processes of individual provision, but our law appears to be the 
sole guide to the maintenance of the composite process of aggre- 
gate provision. ‘The reason for this is the fact that continuity of 
aggregate spending can be assured only by a principle of action 
which neutralizes instantaneously any deviation from the maxi- 
mum level. By postulating behavior that answers “excess 
volumes” with compensating price changes and “excess prices” 
with compensating volume changes, the law of supply and de- 
mand embodies this principle.” It is true that some temporary 
fall below optimum aggregate provision is unavoidable whenever 
consumers’ tastes change and production has to be readjusted. 
But the polarity of reaction on the part of buyers and sellers to 
variations of prices prevents any sectional aberration from de- 
veloping into a cumulative movement and, from there, into large 
and long-lasting fluctuations. So long as the rules of our law are 
observed, the span of any sectional disturbance cannot extend be- 
yond the minimum period of adjustment, that is, one technical 
period of provision. 


25 As a logical parallel we can imagine the imperative of what may be called 
a “charity economy,” in which rising demand would be answered by falling prices, 
and falling prices by falling demand and rising supply (and conversely). It can 
easily be seen that this reverse principle of a maximum-minimum calculation 
would lead to the same exchange equilibria as action in accordance with our law. 
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The continuity of the market process has often been described 
as a moving equilibrium. It is even more accurate to describe it 
as a sequence of small vibrations, marking sectional expansions 
and contractions of output, swinging around an imaginary equili- 
brium of aggregate production. It is to this model of the market 
process that the law of supply and demand refers. Its impera- 
tives of behavior formulate the stability conditions for the mov- 
ing equilibrium of aggregate provision.” 

For practical purposes we would, of course, have to relax the 
strictness of these stability conditions. We do not say that a rail- 
road system has broken down if some accidents occur every year. 
Similarly, an actual market economy could maintain its moving 
equilibrium generally, even if some buyers and sellers occasionally 
counteracted the imperatives of the law of supply and demand. 
Therefore the stability requirement should be treated as no more 
than an average condition, though it would be hard to determine 
in any general form the point beyond which the stability of a 
market process is endangered by “non-conforming” behavior.” 


26 Our “moving equilibrium of aggregate provision” resembles the dynamic model 
of a “spot economy” as devised by Hicks (see op. cit., Chapter 10). But what 
Hicks regards as the main causes of disequilibrium threatening a “spot economy” 
—inconsistency of price expectations and of plans of different market partners— 
are removed from our model because “coordination” is attained by standardized 
behavior and thus not “left . . to chance” (ibid., p. 136). It seems hardly neces- 
sary to state expressly that equilibrium is here understood in the classical sense 
of full employment. 

27 Here our analysis approaches a field of investigation in which Paul N. 
Samuelson has recently done very important pioneer work. See his papers, “The 
Stability of Equilibrium: Comparative Statics and Dynamics,” in Econometrica, 
vol. 9 (1941) pp. 97-120, and “The Stability of Equilibrium: Linear and Nonlinear 
Systems,” ibid., vol. 10 (1942) pp. 1-25. 

Samuelson’s studies stand on a very much higher level of refinement and exact- 
ness than our elementary exposition. Yet his investigations seem to be confined 
to the mere elements of the economic process, that is, to the different exchange 
equilibria, and not to examine the more complex stability conditions of a moving 
equilibrium of provision. This is suggested by the fact that he treats the Walrasian 
and the Marshallian stability conditions (equivalent to the dynamic content of our 
propositions | and 2 of the law of supply and demand) as alternative tests. Sta- 
bility of moving equilibrium presupposes, however, that these two conditions are 
fulfilled concurrently, or rather consecutively. They refer to different phases of 
what is, from the point of view of provision, a continuous process. In this respect 
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Is Moving Equilibrium an “Ideal”? 


We have now reached a point where the practical as well as the 
theoretical function of the law of supply and demand can be 
delineated. It does not refer to any and every position in which 
an exchange process may find itself, nor even to every dynamic 
course it may take. It refers to one specific course only, to the 
vibrations of the exchange process around a moving equilibrium. 
But there is no presumption that a particular empirical market 
will move in an equilibrating process; still less is there any causal 
necessity for this course. Therefore behavior as postulated in the 
law can never be predicted actually to occur. Such behavior can 
be expected only in market systems in which it is customary. The 
tautological nature of this statement is a sure sign that the content 
of the law cannot constitute an empirical generalization on econo- 
mic conduct. In selecting from the many possible modes of 
market behavior the one mode which keeps the aggregate process 
of provision in stable equilibrium, it does not describe what the 
individual member of the market actually does, nor does it pre- 
dict what he will do. It prescribes what he should do if his 
choices are to link up continuously with the choices of his part- 
ners. 

One might perhaps say that this interpretation of the law con- 
tains an empirical generalization after all, and even permits of a 





the equilibrating process most closely resembles—though the two are not identical— 
a “cobweb” model with damped oscillations, the latter interpreted as a sequence of 
two alternating dynamic pulls. 

There is another respect in which our exposition leads beyond Samuelson’s formal 
analysis of the stability conditions. It answers the question as to the mechanism 
through which the actual operation of these conditions can be assured in an economic 
system which, in principle, is steered only by individual choices. This mechanism 
is to be found in a generally accepted rule of market conduct. Only in combination 
with this additional condition, which makes every individual action a purposeful 
and reliable link in the chain of interlocking choices, do the behavior equations of 
Walras and Marshall establish the stability of moving equilibrium. 

See also J. Marschak, “Identity and Stability in Economics: A Survey,” in Eco- 
nometrica, vol. 10 (1942) especially pp. 267-74. I am indebted to Dr. Marschak 
for the clarification of the difference between my approach and his own and Dr. 


Samuelson’s. 
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prediction. But their content has a very special, a critical mean- 
ing. We can never state with any degree of certainty that, in a 
particular market, prices will rise if demand increases. But we 
can predict with little risk what is going to happen to a market 
process in which, for a considerable time and on a large scale, they 
fail to do so. Under such conditions not only will the vibrations 
of the equilibrating process degenerate into large and long-lasting 
fluctuations; because of the cumulative effect of preceding fluctua- 
tions on expectations, and thus on subsequent behavior, the 
oscillating motion is bound also to become “explosive.” There- 
fore in a closed system entirely steered by individual choices, any 
behavior pattern that does not conform with the imperatives of 
the law of supply and demand must lead to progressive disturb- 
ances of aggregate provision.” Only through the operation of 
exogenous stabilizers, which balance and even overrule the spon- 
taneous interplay of individual choices, can aggregate provision 
be restored and maintained in such an unstable market process. 

From this we have to conclude that not merely the stability but 
also the autonomy of a free exchange system depends on behavior 
in conformity with the law of supply and demand. Any other 
behavior pattern calls for the periodic application of the steering 
methods appropriate to a collectivist system. Thus the conditions 
for the stability of the market process prove to be, at the same 
time, the conditions for the very persistence of a genuine free ex- 
change system. 

And yet a rather puzzling question remains to be answered. 
We cannot simply disregard the fact that no market system known 
in history, be it the mediaeval city economy or mercantilism or 


28 This statement is not disproved either by the numerous models of stable 
oscillating systems that have been devised in recent years (see, for example, Samuel- 
son’s typology in “The Stability of. Equilibrium,” loc. cit., pp. 18-22), or by the 
course of economic fluctuations in the actual capitalist markets. On the one hand, 
in those models that show a periodic motion the behavior equations disregard 
the influence of preceding fluctuations on subsequent behavior. On the other 
hand, capitalism is not a closed system, nor was it ever steered exclusively by 
individual choices; its fluctuations have to be explained in the context of such 
exogenous factors as expansion and intervention. 
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capitalism in its various phases, was ever steered by “average be- 
havior” in conformity with our law. None of these market 
orders displays the features of moving equilibrium. The lack of 
autonomy of the mediaeval and mercantilist markets is as un- 
disputed as is the lack of stability in capitalism. What has pre- 
vented a fully stable and autonomous market economy from 
materializing? Or to express the same problem in methodologi- 
cal terms, in what relationship does the theoretical model of 
moving equilibrium stand to the empirical market processes, 
above all, to capitalism? 

As we stated in the beginning, Professor Knight has provided 
us with an answer to this question. In his view it is the “func- 
tion” of economic principles “to describe an ideal, not the real- 
ity,’ and more specifically, ‘“‘an ideal for social policy.”” He 
even states the normative content of this ideal: it is avoidance 
of waste because, from the economic view of behavior, “waste is 
sin.”*° ‘Thus, in the terms used above, Professor Knight finds 
in economic principles in general, and in the laws of the market 
in particular, the postulates of collective rationality, and ascribes 
to social policy the task of putting them into practice. 

At first sight one could misinterpret the normative meaning of 
Professor Knight’s ideal as a call for interventionist measures in 
favor of collective rationality whenever the latter’s postulates are 
threatened by the incentives of individual rationality. But the 
very contrary is implied, since the economic principles which are 
to guide social policy form also the “pattern to which the indi- 
vidual wishes and tries to conform.” In other words, Professor 
Knight does not admit the possibility of any conflict between in- 
dividual and collective rationality. What may happen and, in 
his view, constantly does happen, is violations by the individual 


29See his ““Rejoinder” to Hutchinson, loc. cit., p. 752. 

80 See his “ ‘What is Truth’ in Economics?,” loc. cit., pp. 25-26. It is only fair to 
state that Knight’s new position has been largely anticipated by the more the- 
oretically minded members of the later historical school, especially by Robert 
Wilbrandt: see, for example, the latter’s Oekonomie, Ideen zu einer Philosophie 
und Soziologie der Wirtschaft (Tubingen 1920). 

81 “Rejoinder,” loc. cit., p. 752. 
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of the postulates of what is one and the same principle of ration- 
ality. Because of error and other irrational motivations ‘a per- 
son rarely acts exclusively on the basis of a satisfaction function.” 
Therefore the true task of social policy consists, as it were, in 
protecting the individual’s real economic interest from his irra- 
tional temptations. 

Once individual and collective economic rationality are thus 
identified, the laws of the market can indeed be taken as depicting 
the “pure” movements of an ideal waste-avoiding economic pro- 
cess, in the same manner as the laws of physics can be understood 
as describing an ideal, that is, fully determined, natural process.* 
One cardinal difference would, of course, still remain between the 
two scientific constructions. The laws of physics can never be 
more than principles of explanation, since we cannot escape from 
their dominance. The laws of the market, however, can be con- 
ceived as principles at once of explanation and action, because 
though we can evade them we “should” not since we “should” 
avoid waste. 

Unfortunately, if our previous reasoning was correct, this pre- 
stabilized harmony between individual and collective economic 
rationality, that is, between the profit incentive and the impera- 
tives of the law of supply and demand, is a fiction. We have re- 
peatedly shown that under certain conditions—conditions empiri- 
cally so important as the business cycle and the “income effect’’— 
behavior which assures optimum provision to the individual is 
different from and even contradictory to the behavior required 
for assuring such provision to the group.“ In such a conflict 

82“ ‘What is Truth’. . ,” loc. cit., p. 29. 


33 See M. Planck, Der Kausalbegriff in der Physik (Leipzig 1932). 
34 The ultimate reason for Knight’s identification of the two types of economic 
rationality follows from his belief in the “axiom” of “diminishing utility” (see 


“‘What is Truth’. . ,” loc. cit., p. 28). He still holds that this rather dubious 
empirical generalization about feelings provides us with a definite guide to action, 
and, what is more, to action in conformity with the law of supply and demand. 


In fact, however, the famous deduction of the “price function” from an alleged 


“value function” is open to grave doubts. 
On the one hand, whenever specific behavior, for example the behavior sym: 
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between individual and collective rationality no behavior what- 
ever can succeed in really “avoiding waste.” 

It is true that even in such a situation the principles of collec- 
tive rationality, that is, the imperatives of our law, provide the 
standard for what would be the state of optimum aggregate pro- 
vision. One may call this a norm, but one must be careful not 
to attach to this notion more than a technical meaning. By de- 
scribing the one course of the market process which, under the 
social organization of a free exchange system, leads to the opti- 
mum allocation of resources, this standard or technical norm en- 
ables us to estimate the relative efficiency, that is, stability and 
autonomy, of any such empirical system. But this norm does not 
contain any appeal to the individual to sacrifice, for the attain- 
ment of the “ideal” of optimum collective provision, the benefits 
of actions which prove rational individually. 

Nor can social policy, if individual and collective rationality 
clash, establish such an ideal allocation of resources by simply 
imposing upon the individual a- behavior which contradicts his 
own incentive. It is a commonplace in the history of interven- 
tionism that measures of social policy have usually proved abor- 
tive when they have tried to deflect the market process from the 
course suggested by considerations of individual rationality.” 
What else than the predominance of individual rationality can 
be demanded, or even expected, in an economic system which is 


35 The case is different, of course, in regard to interventionist measures which 
change the “data” rather than tamper with the mechanism of the economic process. 





bolized in a downward sloping demand curve, is referred back to diminishing utility, 
the law of supply and demand is actually introduced as an additional assumption. 
We are assuming then that our choices adjust themselves to our feelings in such a 
manner that demand moves inversely with price—a possible but by no means 
necessary consequence of these alleged feelings. On the other hand, if behavior 
typical of the business cycle and the “income effect” expresses changes in marginal 
utility, the latter cannot be said axiomatically to vary inversely with quantity. 

But belief in this “axiom” leads Knight to attribute to the laws of the market 
empirical relevance after all. Contradicting his insistence on their purely normative 
character, he expects from them testable information about “the direction of the 
response, i.e. whether a given activity will be increased or decreased” (ibid., pp. 


28-29). 
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primarily steered by individual choices? Therefore whenever 
the two imperatives conflict, in a concrete market system, a bigger 
task than siding with one of them confronts social policy. If the 
ideal optimum is to be approximated it is the causes of the con- 
flict which have to be eliminated, be it at the price of altering the 
foundations of the economic system in question. 

This last consideration points to the real relationship between 
the standard model of moving equilibrium and the empirical 
systems of market economies. The standard model is by no 
means formed as a pure image of features that are also present, 
though more or less distorted, in the concrete manifestation of 
historical systems. The latter are no dim reflections of some Pla- 
tonic idea which, in exhibiting their essential nature, calls for 
their continual improvement. What distinguishes moving equi- 
librium from, say, the cyclical process of capitalism is not the 
disparity between ideal and realization, or a difference in the level 
of abstraction. It is a difference in social structure. 

Of all empirical and imaginable market processes moving 
equilibrium is the only one in which behavior impelled by in- 
dividual rationality spontaneously fulfils the imperatives of col- 
lective rationality. In other words, here the general incentive of 
the “economic man” operates through the particular channels 
which provide for the collective optimum. What special factors, 
absent in other formations of the market process, bring about this 
coincidence? 

The factors in question are not inherent in the nature of the 
psychological incentives and motivations which keep the economic 
process in motion. These—the more or less successful pursuit of 
what appears to the individual as rational—may be the same in the 
two market systems, and yet the course of the ensuing processes 
can vary drastically. The decisive factors, which suggest to one 
and the same profit-seeking individual different behavior in dif- 
ferent market systems, are institutional. They arise from the 
political and technological environment of the market process in 
Only a sociological interpretation of the historical 
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market systems can ultimately explain the different shapes of their 
economic processes and can, in particular, reveal the causes of 
their deviation from moving equilibrium. Not because of its 
alleged “purity” and abstractness has moving equilibrium, and 
the standard behavior which would create and maintain it, never 
materialized. ‘The true reason is just the opposite: the depend- 
ence of moving equilibrium on very special social constants which 
no known period of history has brought to existence concurrently. 

The task of making these constants explicit transcends the 
realm of purely economic analysis. In fact, we were already 
driven beyond the boundaries of formal theory when we had to 
recognize that not even the most elementary economic process 
can be analyzed without the introduction of specific patterns of 
behavior, that is, without recourse to tools forged in the work- 
shop of social psychology. If it now comes to the investigation 
of that social organization to which the formal concept of moving 
equilibrium actually refers, we shall have to take a further step 
into the wider field of the social sciences. Here our abstract pro- 
cess analysis has no more to contribute than a precise formulation 
of the problem involved: what are the institutional constants in 
which the behavior postulated by the law of supply and demand 
will maximize individual incomes and business profits? The 
answer must be reserved for a special study.” 

It has been said that “in the mind of every well-trained econo- 
mist” there are serious objections to “‘such intrusions into theory 
of views savouring of sociology.”* If this should still be true it 
might be difficult to find the right pigeonhole for the results of 
such an investigation. But what is worse, purism of this kind 
would finally reduce economic theory proper to the verbal manip- 
ulations of which the logical positivists suspect it. 


86In this connection see my Economics and Sociology (London 1935), and my 
paper on “Economic Theory and Social Structure,” in the Manchester School, vol. 


7 (1936) pp. 18-37. 
87 J. Schumpeter, “The Instability of Capitalism,” in Economic Journal, vol. 


38 (1928) p. 379 note. 





ON THE ECONOMICS OF 
WAR FINANCE’ 


BY ALFRED KAHLER 





War and Wealth 


T Homas Paine, in 1796, endeavored to convince the English 
people that their funding system was bound to collapse because 
war costs, war debts and the interest burdens thereon increase in 
geometric progression.* But although war costs and debts have not 
failed to rise geometrically, the English funding system has with- 
stood the ensuing Napoleonic wars, the World War and the war 
now raging, at least up to the present time. One of the reasons is 
that internal debts are not a burden to the national economy as a 
whole, as no debt that one owes to oneself is a burden. Another 
reason is that the rising costs of war do not necessarily mean that 
wars swallow increasing portions of existing wealth. Wars must 
be fought with weapons, while wealth is made up of homes, fac- 
tories, business buildings, machinery and so forth. Thus even 
the most totalitarian country cannot throw its existing economic 
possessions into the struggle. The war machinery must be spe- 
cially and currently produced, and therefore the war effort is 
necessarily, as Geoffrey Growther has expressed it, a current effort, 
which cannot borrow from the past or the future. 

This reasoning is substantially correct, and explains the quick 
recoveries after wars, but it can easily be overstressed and lead to 
misconceptions harmful to sound economic policy. In the terri- 
tory where the war is being fought the wholesale destruction of 
laboriously accumulated property is obvious, as Russia knows only 
too well. And even if we exclude the loss effected by destruction, 


* This article has been prepared in connection with the Peace Research Project 
of the Graduate Faculty. 

* Thomas Paine, The Decline and Fall of the English System of Finance (Paris 
1796, London 1819). 
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wars fought with intensity are bound to eat heavily into existing 
wealth. Of this there is convincing evidence in the experience 
of Germany in the first world war. She entered that struggle with 
an abundant stock of housing, of inventories and of well-main- 
tained production equipment. At the end of the war, when the 
people had worn out their clothing, their shoes and much of their 
furnishings, commercial inventories in these lines had almost 
ceased to exist, and the industrial raw materials essential for the 
resumption of civilian production were virtually used up. Resi- 
dential and industrial buildings, of course, withstood the war 
best. Industrial equipment, however, had deteriorated much 
more than one would expect from five years of ordinary use with- 
out replacement. The reasons were manifold. In general, the 
war work was done by existing plants rather than by new ones 
built for the purpose, and this required much conversion, which 
necessarily involves great losses. Also, many machines were used 
for work that was too heavy for them. Day and night use of 
machinery without good oil or grease contributed further to 
abnormal wear and tear. Furthermore, ersatz cutting tools and 
poor working materials increased the strain on all equipment. 
Although we have many computations cn the cost of wars and 
on how the money is obtained, we have little information on how 
far wars are really paid for by current production and how far by 
drawing upon existing capital. The direct statistical approach 
to this problem necessitates a national capital account before and 
after the war—a reckoning that is especially difficult for countries 
that are severely affected. Valuation of capital assets is always 
difficult, but it is nearly impossible if the price and industrial 
structure of a country is heavily distorted by the war effort. A 
measurement becomes possible only years after the war, when 


civilian production is again dominant. 

For Great Britain, Hicks states that the country entered the 
first world war with a national capital of 12 billion pounds, while 
in 1926-28 capital amounted to 17 billion. He thinks, however, 
that the adjustment of these figures for the change in the price 
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level would make them about equal,’ leaving Britain for a period 
of fifteen years without a net increase in capital stock. 

A recent German computation indicates that in that country 











the 1914-18 war was financed to the extent of 42 percent by draw- 
ing upon the national capital.* Since the war expenditures 
amounted to about 150 billion marks this would mean that the ( 
reduction in the national capital was 63 billion marks, an amount \ 
equal to the national income of about 15 months in the Germany t 
of 1912-13. This estimate, however, might have been exagger- 
ated. The figure for 1940 was found to be 15 percent. é 
The effect of war upon the national wealth can also be meas- t 
ured by comparing the national income before and after the war, d 
although wealth, productive capacity and national income are not I 


interchangeable terms. A heavy reduction in cotton stocks, for € 
instance, or in private passenger cars, is a reduction in wealth, but C 
may not be reflected at all in capacity to produce or in national a 
income. On the other hand, a country that consumes all of its a 
cotton and wool stocks may find its whole textile industry para- t 
lyzed for a considerable time after the war, even though the reduc- 


tion in inventory wealth is small in comparison with total wealth. t 

In reviewing national income before and after the first world e 
war we find for the United States that the nation’s aggregate real | od 
income in 1919 and 1920 was about 3 percent above that of 1912 tl 
and 1913. The real income per hour worked was also nearly 3 a 
percent above the prewar level, but the real per capita income of g 
employable and employed workers declined about 4 percent.’ il 
For Britain the earliest postwar data refer to 1924, and indicate a g 
national real income per capita of employable population about ce 
as great as in the last prewar years.° ti 

Germany presents a considerably different picture. Civilian b 
production right after the war was small and was recovering very ) 
* J. R. Hicks, The Taxation of War Wealth (Oxford 1941) pp. 26-27. : 
* Economist (May 2, 1942) p. 610. | 
° The percentages are based on Colin Clark, The Conditions of Economic Progress re 
(London 1940) p. 78. ' 


* [bid., p. 83. 
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slowly. It was held down by lack of raw materials and by poor 
industrial equipment, but also by inflation and continuous poli- 
tical disturbances. ‘The first postwar national income statistics 
refer to 1925, two years after the inflation. The aggregate na- 
tional real income in that year was still 15 percent below the level 
of 1913 for the same territory. National real income per employed 
worker was as much as 39 percent below the prewar level, although 
this was partly due to the reduction in working hours.’ 

What the situation will be after this war, it is certainly too 
early to say. There can be little doubt, however, that all of con- 
tinental Europe will be in about the same position as Germany 
after the earlier war. Scarcity of food, lack of industrial raw 
materials, worn-out industrial equipment and distortion of the 
economic structure will prevail everywhere. And if the break- 
down in the political machinery should again be accompanied by 
a breakdown in the money and financial structure, the economic 
and political reconstruction of Europe may be even more difficult 
than after 1918. 

The situation in the United States and in Britain at the end of 
the war will depend chiefly upon the length of the war. Britain’s 
economic and financial statements for the last few years reveal a 
drastic capital disinvestment. During this time the economy of 
the United States was still stocking up on all kinds of inventories 
and investing heavily in civilian production equipment. The 
growing war effort will undoubtedly force the United States too 
into disinvestment, as will be evident from the financial discussion 
given below. There is little reason to doubt, however, that this 
country will be well equipped for reconversion and reconstruc- 
tion after the war. Some industrial raw materials may be lacking, 
but even in this respect the United States will be richer than any 
other country. And this capacity to produce civilian wealth will 
be the chief prerequisite for future wealth, no matter what the 
financial superstructure of the economy may be as a result of war 
expenditures and war debts. Monetary, price and financial prob- 


' Ibid., p. 97. 
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lems may stall the physical machinery of production, but such a 
stoppage should be attributed to current political deficiencies 
rather than to the destructive character of war. 


Taxation 


In this war all countries are making every effort to raise the 
money needed for the tremendous war expenditures without too 
greatly inflating their national currencies. In the last war all 
governments lost out in this endeavor. It is the disturbing effects 
of the price rises of that war which now center our attention so 
strongly on the danger of inflation. In the present war the nations 
have developed much stronger systems of war finance. The ex- 
panded tax authorities of the last war, together with the high tax 
rates developed during the great depression, enabled the govern- 
ments to enter this war with strong revenue systems. This is 
especially true of Germany, where Briining’s policy of a balanced 
budget in spite of rising unemployment had introduced a semi- 
war revenue system. In 1933 this system yielded only 6.8 billion 
marks, but the revenue expanded with economic activity to 17 
billion in 1938, without any substantial change in tax rates. ‘Dur- 
ing the five war years 1914-18 Germany’s federal tax receipts had 
totaled only 21 billion, or 12.7 percent of her 165 billion federal 
government expenditures. 

For figures on Germany in the present war we can only repeat 
the official German figures, as published in the London Economist, 
and certain estimates made by the Economist. These are pre- 
sented in Table 1. Their reliability may be doubted, but they 
appear sensible and they do not picture the German situation any 
too favorably. The tax revenues of 27.2 billion marks for the 
fiscal year 1940-41 and 32.0 billion marks for 1941-42 seem some- 
what high. But German tax receipts have been published con- 
tinuously, even for specific taxes, and the figures have usually 
been accepted as correct. The borrowings may not include cer- 
tain parts of the floating debt. 

Total expenditures, however, as computed by adding taxes and 
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‘TABLE 1. REVENUES AND Gross NATIONAL INCOME OF GREATER GERMANY 
(INCLUDING AustTRIA), 1940-41 4 
In billions of marks 








Item 1940 1941 
Internal revenues and borrowings ..... aj adem pais: den aee RM 70.6 RM 88.4 
 GE IID ane kc tin cncwsiedesnisasscacsennces 27.2 $2.0 
Administrative earnings, surplus in social insurance, war 
GUURREIEONS GE GETIME, GEE. ook cc cccccccccscnccceces 5.4 6.4 
DEE 6566scksddns chases sinbneea wd eememeens 38.0 50.0 
Estimated contributions from occupied countries ........ 12.0 17.0 
TD. bn hencdcnicissscdpiccianntonetsnddieenianKe 82.6 105.4 
Gross national income » 
Pe I ad atcaaivecncndvnameabaweeeennnmeens 100. 115. 
le I I 55s. 5a -a Sa atin cos gr amiss in oat acer ai 120. 135. 





% Based on the Economist (August 23, 1941) p. 229, (May 2, 1942) p. 610. Except 
where otherwise indicated, figures refer to the fiscal year beginning April 1 and 
ending March 31. 

> Calendar year 1940-41. 


borrowings, run to 71 and 77 percent, respectively, of the gross 
national product at factor costs. This is probably about the limit 
of any war effort. The borrowings, therefore, cannot have been 
much higher, unless the revenues were lower. As it stands, Ger- 
many in 1940 covered 46.2 percent and in 1941 covered 43.4 per- 
cent of her expenditures by taxes, including administrative earn- 
ings and the like but excluding the contributions of occupied 
countries from the receipt side as well as from the expenditure 
total. Excluding the administrative earnings and such revenues 
the percentages reduce to 38.5 and 36.2 respectively. 

Britain’s expenditures in 1914-18 amounted to 9.7 billion 
pounds, while her revenues carried 2.7 billion of this amount, or 
27.6 percent. For this war the British government has published 
the figures presented in Table 2. Central government revenues 
for the calendar years 1940 and 1941 were 37.5 and 39.6 percent 
of the central government expenditures, and those for the cur- 
rent fiscal year are expected to reach 45.5 percent; if we include 
the extra-budgetary funds these percentages arc, in each year, 
about 5 percent higher. Here too we find that the proportion of 
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TABLE 2. EXPENDITURES AND REVENUES OF THE UNITED KINGDOM, 1940-424 
In billions of pounds 











Item 1940 1941 1942-43 
Central government expenditures .............. £3.33 0 £4.62 b £5.28 
Central government revenue ................++. 1.250 1.83 > 2.40 
Extra-budgetary funds and local authority surpluses 17 22 
Covawacns Gisimvestment ......cccccccccscccccecs .76 80 76 





@ Based on a British Government White Paper (Cmd. 6347), An Analysis of the 
Sources of War Finance and an Estimate of the National Income and Expenditure 
in 1938, 1940 and 1941 (London 1942); and Financial Statement 1942-43, submitted 
to the House of Commons. Figures for 1940 and 1941 refer to the calendar years; 
those for 1942-43 refer to the budget forecast for the fiscal year beginning April 
1 and ending March 31. 

> Adjusted for “appropriations-in-aid, etc.” 


expenditures covered by taxes is far higher than in the last war. 

A rough comparison of these figures with the German values 
reveals that at the beginning of the war Germany’s tax system 
was somewhat stronger than Britain’s. The German system, 
however, did not keep up with the increase in war expenditures, 
while Britain was able to increase considerably the percentage of 
tax-covered expenditures. ‘This is worth stressing, as it is often 
believed that Germany still has a tax system much stronger than 
that of any other country. Actually this was true only in peace- 
time. During the war Germany has been slow in levying further 
taxes. 

War finance in the United States is still developing. At pres- 
ent federal expenditures for the fiscal year 1942-43 are estimated 
at about 77 billion dollars, including 4 billion for the net ex- 
penditures of government corporations, while it would be very 
optimistic to assume that the revenues and extra-budgetary re- 
ceipts from present and possible new taxes will reach as much 
as 30 billion within the current fiscal year. The latter amount 
would mean a tax coverage of 38.9 percent, which compares with 
a tax coverage of 28.3 percent in the fiscal year 1917-18. 

These figures represent extraordinary endeavors to finance the 
war as far as possible from current revenues, but it is not possible 
to assume that the adopted tax policies are sufficient to curb in- 
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flation successfully. We need only recall that Germany in 1941 
admittedly borrowed 50 billion marks and Britain about 2.6 bil- 
lion pounds, and that our own borrowing for the current fiscal 
year will easily amount to 50 billion dollars. These sums are too 
large to represent true and voluntary savings. An investigation 
of the economic war balance sheets of Britain and the United 
States will show from what funds the money is obtained. 


War Finance in Great Britain 


Britain’s war finance is revealing in many respects. In the last 
world war the country accumulated a huge public debt without 
thereafter passing through any process of inflation. At the out- 
break of that war Britain’s national capital was estimated at 12 
billion pounds, and the public debt was about 700 million pounds. 
During the war the debt increased by about 6 billion, not includ- 
ing the government’s external debts which were offset by claims 
against foreign countries, and the physical wealth of the nation 
declined, although the nominal value of the national capital in- 
creased because of the price rises. 

For 1926-28 Hicks describes Britain’s capital balance sheet as 
follows:* all capital claims held in private hands amounted to 22 
billion pounds, of which 7 billion represented the internal public 
debt; public properties amounted to only 2 billion pounds, and 
this, along with the 15 billion of private property, made up the 
national capital of 17 billion, though the country had to service 
the entire 22 billion private property claims. The figures illus- 
trate how a war debt waters outstanding capital claims. War 
deficit financing is very much like issuing additional corporation 
stocks without increasing the earning assets of the corporation. 
In so far as the new stocks go to old holders, and in proportion to 
their holdings, net income may not be impaired, but an original 
stockholder who does not accumulate new stocks will have to 
help in servicing them without receiving increased payment. The 
final effect of an uncovered public debt depends, of course, upon 


* Hicks, op. cit., pp. 26-27. 
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the tax policy after the war. A part of the public interest burden 
may very well be shifted to labor, for example, and if labor has 
not participated in the accumulation of new capital titles its posi- 
tion will be impaired. 

The cleavage between Britain’s privately held capital claims 
and her national capital will certainly grow much _ wider 
during this war. Britain’s internal public debt on March 31, 1942, 
was already 12.9 billion pounds, and it is estimated to grow an- 
other 2.7 billion during the current fiscal year. If the British 
price level is kept down, and therefore also the money value of 
existing capital assets, the public debt may soon reach the money 
value of the national capital. Privately held capital claims will 
then be twice as large as the physical capital equipment of the 
country. 

Britain’s economic balance sheet for 1941 is shown in Table 
3. (None of the British figures includes deliveries from the 
United States on the lend-lease basis.) Personal and public ab- 
sorption of goods and services in 1941 amounted to 8.871 billion 
pounds, while the national income was only 7.580 billion, both at 
TABLE 3. EcoNoMIC BALANCE SHEET OF THE 


UNITED KINGDOM, CALENDAR YEAR 1941 @ 
In billions of pounds 





Income Expenditures 





National income (at market Personal expenditures for con- 
prices), including indirect sumption (at market prices) £4.550 
taxes, war risks and insur- 


ance premiums ........... 0 Tee 139 
Private net disinvestment at 

ME -tactrsnaeridaan sce 493 Public expenditures for goods 
Private and public disinvest- and services (at market 

oe err re .798 a, da eer ee ee 4.182 
Tora: Commodities and ser- TotTaL: Commodities and ser- 

vices available ............ 8.871 vices consumed ............ 8.871 





@ Based on British Government White Paper (Cmd. 6347), cited in Table 2 
above. 

bIncludes the expenditures of all public authorities, central and local, but ex- 
cludes all payments not for commodities or services, such as interest payments on 
the public debt, pension payments, unemployment benefits and the like. 
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TABLE 4. FINANCING OF GREAT BRITAIN’s CENTRAL GOVERN- 
MENT DEFICIT, CALENDAR YEAR 1941 4 
In billions of pounds 








Item Amount 

Extra-budgetary funds and local authority surpluses .................. £ .220 
Net personal savings, including 150 million pounds in accrued taxes.... 815 
Undistributed profits, including accrued taxes ..............0eeeeeeeee 213 
RE GIO, GE ND oa a ee vie iek inert ccrescspenasnsonnena 493 
Public and private disinvestment abroad ...............eseeeeeeeeeee -798 
Compensation received for war damages, etc. ............eeeeeeeeeeee .249 
2.788 





@ Based on British Government White Paper (Cmd. 6347), cited in Table 2 above. 


market prices. The difference, 1.291 billion pounds, was met by 
drawing on capital assets. Britain’s private and public effort in 
1941 was therefore only 85 percent a current effort. If we assume 
that the public effort accounted for the entire disinvestment we 
find that it was financed to 69 percent by current effort and to 31 
percent by drawing on capital assets. ‘The picture is still not 
quite complete, since it does not include unreplaced war damage. 
On the other hand, however, the public effort may result in some 
permanent addition to the national capital, which is also not in- 
cluded in the balance sheet. 

The monetary side of the war effort for 1941 is revealed by the 
fact that the central government’s expenditures amounted to 
4.663 billion pounds, and its revenues to 1.875 billion, leaving a 
deficit of 2.788 billion.” This amount had to be provided for, 
and Table 4 shows the sources from which the money is assumed 
to have come. It is clear again that the necessary funds were ob- 
tained largely by a reduction in capital assets. Especially the dis- 
investment in foreign assets must be harmful to Britain, as her 
peacetime standard of living depends to a considerable extent 
upon the income and foreign exchange derived from such assets. 
According to this table the reduction in physical capital at home 
amounted to 493 million pounds of private disinvestment plus 249 


® British Government White Paper (Cmd. 6347) p. 12—cited in Table 2 above. 
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million pounds of war damages and losses, assuming that all dam- 
ages and losses were paid for. 

Net individual savings should be the ideal source of govern- 
ment borrowing, but the 815 million pounds of savings indicated 
in Table 4 for one year is an extremely large sum compared with 
corresponding values for earlier years. It must therefore be as- 
sumed that the savings are so large only because consumers can- 
not obtain all the commodities they want. If this were not so 
Britain would not need such a general rationing system as is in 
effect. Enforced savings, however, represent the inflationary gap 
of an economy, rather than funds willingly absorbed into bor- 
rowings.”” The holders of the 213 million pounds of undistri- 
buted profits, and of the money obtained as compensatory assets 
for disinvestment in real capital, would most certainly wish to 
reinvest these funds in physical assets. It is the government's 
priority right to commodities and services which prevents these 
funds from being so reinvested, and which makes them available 
for absorption at the comparatively low interest rate of 2% and 3 
percent. If the interest rate should be further lowered the situa- 
tion would probably not be much different, since it is the system 
of war regulations and not the interest rate that makes most of 
the funds available. 


10“Inflationary gap” is usually understood to mean the estimated excess of future 
purchasing power over the estimated future supply of commodities evaluated at 
their present prices (see Milton Friedman, “Discussion of the Inflationary Gap,” 
in American Economic Review, vol. 32, June 1942, pp. 314-20). The gap is called 
“inflationary” because in a free market it would be closed by price rises. Fixing 
of prices, as generally practiced during this war, may prevent this particular way 
of closing the gap, but obviously it does not do away with the gap itself. On the 
contrary, while under free prices the gap is always closed at any instant, and can 
therefore exist only in the future, under price-fixing it can exist in the present 
and can accumulate. This will be the case if prospective purchasers, who have not 
been served because of commodity shortages, accumulate their purchasing power 
with the intention of buying as soon as they can. In estimating the inflationary gap 
for any one year it is necessary to add together all funds that cannot be spent by 
the holder because of rationing and the like; computed in this way the inflationary 
gap is, like the national income, the sum of happenings during a given period of 
time. On the other hand, if we know the amount of those funds that are still try- 
ing to buy commodities at the end of the year we can obtain the inflationary gap 
as it exists at that moment. Both concepts have their importance in economic policy. 
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War Finance in the United States 


In this country war finance is only approaching its critical 
stage. Although federal expenditures have reached about 50 
percent of the national income it will take some time, and pos- 
sibly a further increase in the rate of spending, before the balance 
between the supply of civilian goods, and the demand for them, 
is seriously threatened. Until recently the production of civilian 
goods more than kept pace with the rising demand, as the in- 
crease in dealers’ inventories proves. Calculations for the current 
fiscal year 1942-43 portray, however, an entirely different picture. 
The revised budget estimate of April 24, 1942, assumes that fed- 
eral expenditures, including 4.3 billion dollars of government 
corporation expenditures, will reach as high as 77.5 billion dol- 
lars." At first sight expenditures appear so great that one may 
wonder whether so much can be taken from the national product, 
but analysis of economic sources makes this effort look much more 
feasible. 

A Department of Commerce computation, presented in con- 
densed form in Table 5, indicates how our economic balance 
sheet may appear under such a war program. The suggested 
values for the current fiscal year are already somewhat obsolete, 
as the estimate of federal expenditures has been revised upward 
in the meantime. Further, the 1942-43 estimate is expressed in 
terms of 1941 prices, and should therefore be inflated to cor- 
respond to the higher price level. 

As the figures stand, the total public effort in the fiscal year 
1942-43 (including local and state expenditures) will absorb 40 
billion dollars more in goods and services than it did in the 
calendar year 1941. Nearly 18 billion of this increase is assumed 
to be accounted for by an increase in the gross product. The bal- 
ance of 22 billion dollars worth of goods and services is expected 
to come from several sources. Private durable capital expendi- 
tures are to be reduced by 7.2 billion, to 4.5 billion. Since de- 
preciation of business capital is likely to be 8 billion, this would 


11 New York Times, April 25, 1942. 
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TABLE 5. Economic BALANCE SHEET OF THE UNITED STATES, 1940-42 ¢ 
In billions of dollars 











Item 1940 1941  1942-43b 
Gross national income (at market prices), including 

business taxes and depreciation allowances.......... $94.3 $114.7 $132.0 
All government expenditures for goods and services... 16.2 24.7 64.5 
Private expenditures for durable capital goods, includ- 

Be EE Seen dckvenases Dep tssacdvdeocsesnsessss 10.0 11.7 4.5 
Net change in foreign claims ......................:. 1.3 1.5 5 
SOE SEU OR GRURMINNINS on ois cis ccrivcncceccesescss 1.8 3.0 —15 
CMGMENEET GUGMREE GOES qw. noc cc cc cesccccccccccces 8.4 10.5 3.0 
Consumers’ non-durable goods ................0e0005 56.6 63.3 61.0 





@ Based on table of U. S. Department of Commerce, in Survey of Current Business 
(March 1942) p. 11. Figures for 1940 and 1941 refer to the calendar years; those 
for 1942-43 refer to the budget forecast for the fiscal year beginning July 1 and end- 
ing June 30. 

> Values in 1941 prices. 


mean a disinvestment of 3.5 billion in private durable capital. 
Business inventories are supposed to fall 1.5 billion, while in 1941 
they increased by 3 billion. Total private disinvestment would 
thus amount to 5 billion dollars, which is not very great con- 
sidering American conditions. Consumers would be hard hit in 
regard to durable goods, but in non-durable commodities they 
would maintain almost the same standing as in 1941. Since the 
1941 consumption was high, the consumers’ position with re- 
spect to non-durable goods should remain very comfortable. 
These figures must be revised, however, since the estimate of 
war expenditures has been raised in the meantime from the origi- 
nal 52.78 billion dollars in the budget message to 67 billion in 
the Presidential announcement of April 24. The latter amount 
was presumably estimated in current prices, and must therefore 
be deflated in order to compare it with the 1942-43 figures in the 
table, as these are expressed in terms of 1941 prices. A 10 percent 
deflation, which would approximately correspond to the change 
in wholesale prices, reduces the April 24 estimate to 60.3 billion 
dollars. This is still 7.5 billion above the figure on which the 
Department of Commerce based its computation. If the national 














tk 
fu 


sc 
st 
in 


I! 


tl 


ti 


tk 
fr 
b 
ti 





{3b 


= S- Be wr B 


ess 
se 
d- 


rT OS we TF = = 














ECONOMICS OF WAR FINANCE 471 
output cannot be raised above the assumed total, other items in 
the balance sheet must be curtailed. This can mean either a 
further reduction in the consumption figures or a greater disin- 
vestment in inventories and other capital goods. Whatever the 
solution is, the needed curtailments should not depress the 
standard of living below the income of 1935-36, although some 
individual commodities may be entirely lacking. 

Another problem is the country’s financial balance sheet for 
1942-43. Federal expenditures, including government corpora- 
tion expenditures, are now estimated at 77.5 billion dollars, as 
was mentioned above. Net tax receipts, excluding appropria- 
tions for the Old Age Insurance Fund but including 7 billion in 
new taxes, are estimated at 23.91 billion. Federal borrowing, 
therefore, must amount to 53.6 billion dollars.” The sources 
from which this enormous sum of money is to be borrowed can 
be only roughly estimated. Table 6 is no more than an indica- 
tion of the financial problems involved. Its estimates are based 
mostly on computations of the Department of Commerce for 
1941. 

The voluntary savings of individuals are the greatest and least 
certain item. The figure for 1943 is taken from Table 7, which 
assumes that they will be equal to the savings of 1941 plus 50 
percent of the increase in disposable income, making a total of 
20.3 billion dollars. ‘The amount actually saved by consumers 
will exceed these voluntary savings, however, and the lack of many 
durable commodities will more or less force a further curtailment 
of consumer spending. If we assume that the amount of money 
corresponding to the reduction in consumers’ purchases of dur- 
able commodities below the level of 1941 is saved in full (Table 
5), we still have a deficiency in available funds to the amount of 
7.3 billion dollars. 

The total inflationary gap is actually larger than this 7.3 bil- 
lion.“ Not only “savings” induced by lack of consumers’ dur- 


12.New York Times, April 25, 1942. 
18 See footnote 10. 
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TABLE 6. EstiMATE oF Money Funps AVAILABLE FOR ABSORPTION INTO UNITED 
STATES GOVERNMENT BorROwWINGS DurRING FiscAL YEAR 1942-43 
In billions of dollars 








Item Amount 
Transfer payments of the government (prepayments, land, etc.)...... $ 3.34 
Increment in government trust funds ................ccccccccessees 3.0 b 
Disinvestment in private durable capital ..............0.000eeeeeeeee 3.5¢ 
Se TROND ns dc evinteereesnccressscvcedsdvenvadcsnaves 4.04 
Disinvestment in private inventories ...............2.ccccccccccccscs 1.7e 
RE GD saccewicncsevecedesssesevesscnvancsnessevesaday 3.01 
PE EE GRNUED ivicneccccnctenssssccatencdeendiscaganans 20.3 9 
sO OTT ETT eee Tey TT TTT ITS TIT TeTL TCT CCT eT IT TT TTT Te 38.8 
Forced reduction in buying of consumers’ durable goods ............ 7.5 h 
PEE. adndraaedenddcdrdtedangaedasadevatactsedeieaanisenanedhs 7.3 
PURURGATOD: PEMURAL. TOOWING. oooisic6 isd beiccesccccinswssiccs 53.6 





@ Based on Department of Commerce estimate of 3 billion dollars in 1941 prices, 
in Survey of Current Business (March 1942) p. 11. 

> Based on original budget estimate (2.7 billion), inflated by 10 percent. 

¢ Depreciation allowances of 8 billion minus 4.5 billion capital expenditures. 

4 Estimate for 1941 was 3.4 billion; see Survey of Current Business (May 1942) p. 
12, Table I, lines 4 and 5. 

¢ Based on Department of Commerce estimate of *.5 billion in 1941 prices, in 
Survey of Current Business (March 1942) p. 11. 

tEstimate for 1941 was 2.6 billion; see Survey of Current Business (May 1942) 


p- 12. 
9¥From Table 7, below. 
h From Table 5, above. 


able commodities should be included, but also disinvestment in 
inventories and in durable capital goods, unless those disinvest- 
ments are voluntary. Since we assume a further increase in our 
economic activity there is little reason to assume that any of these 
business funds, as listed in Table 6, will really be available 
voluntarily. As in Britain, these funds will be idle because of 
the priority system. 

If we should extend the rationing system to all consumers’ pur- 
chases we could easily turn another 7 billion dollars into available 
savings. As it is, our financial balance sheet remains a problem, 
although the economic balance sheet of the country shows that 
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TABLE 7. ConsuMERS’ INCOME, EXPENDITURES AND SAVINGS 
IN THE UNITED STATES, 1939-424 
In billions of dollars 








Item 1939 1940 1941 1942-43 
Disposable individual income ............ $68.0 $73.5 $88.3 $104. 
Consumers’ expenditures ................ 62.0 66.2 75.8 
Sy I as 8566 000000605 550058 6.0 7.3 12.5 20.3 


Increase in savings as percent of increase in 
GME icc tei accdugivincus ssimegen cious ies 24% 37% 50% 





@For 1939, 1940 and 1941 based on Department of Commerce figures in Survey of 
Current Business (May 1942) p. 12. For the fiscal year 1942-43 based on an assumed 
national income of 120 billion dollars, from which is subtracted 3 billion for cor- 
poration savings and 13 billion for all direct personal taxes and all employment 
taxes. Figures for 1939, 1940 and 1941 refer to the calendar years; those for 1942-43 
refer to the fiscal year beginning July 1 and ending June 30. 


the economy should be able to sustain the estimated war effort 
without too great economic hardship. If prices are maintained in 
spite of the inflationary pressure, our inventories will probably 
fall more than the estimated disinvestment of 1.7 billion. Any 
additional tax would, of course, help to reduce the inflationary 
gap and thus help maintain the financial balance. 


War Finance and the Distribution of Wealth 

Besides fighting inflation, our war finance is making efforts to 
prevent any great concentration of new wealth. The main tools 
being used are the excess profits tax and the progressive income 
tax. Britain has gone furthest in this endeavor; there the income 
tax practically establishes an income ceiling of about £6,125, or 
$25,000. Germany, though she has experimented a great deal 
with the regulation of business profits and payment of dividends, 
is considerably less progressive in her income tax structure; the 
lower incomes were already heavily taxed before the war, but the 
tax rate for married persons with one child does not rise over 55 
percent, even today. ‘The United States is heading for a high 
excess profits tax and a federal income tax at a maximum rate of 
87 percent. 
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Although the progressive tax rates are necessarily a severe 
limitation to the concentration of new wealth, they obviously 
will not prevent a heavy increase in aggregate private wealth. 
If the United States borrows over 50 billion dollars within this 
year, the aggregate holdings of government debts must increase 
that much, and most of the increase will represent an increase in 
private wealth. In the peak year of 1929 our savings were only 
12 billion dollars—a figure that reveals the relative size of the ex- 
pected accumulations and the importance of the distribution of 
the new money claims. 

Actually not all of this borrowing will result in new private 
wealth. A part of it will be acquired and held as compensatory 
assets for unreplaced physical capital assets. In Table 6 there 
are three such items—the disinvestment in inventories, the disin- 
vestment in capital goods, and the prepayments and payments for 
land and the like—with a total value of 8.5 billion dollars. One 
could add several billion dollars for unreplaced consumers’ dur- 
able commodities, but consumers do not usually consider an 
amount of saved money as merely an offset for unreplaced de- 
preciation of their personal property. Deducting 8.5 billion dol- 
lars, then, from the federal deficit, we still have an increase in 
private wealth of 45.1 billion during the current fiscal year. 

In order to predict with accuracy which income classes will 
accumulate this increase in private wealth we would need more 
information on savings than we have at our disposal at the pres- 
ent time. But a part of the increase is traceable. The increase 
of 3 billion dollars in government trust funds will be chiefly an 
increase in the trust funds for old age and unemployment insur- 
ance; these are more or less savings of the lower income groups. 
On the other hand, the 3 billion in corporation savings and the 
other business reserves of 4 billion will add to the assets of stock- 
holders; whether or not these reserves can be carried over into 
the peacetime economy is of course an undecided question. 

Deducting these funds, we still have 35.1 billion dollars to be 
assigned to income classes. If this had to be done under British 
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tax laws one could safely say that big income receivers could be 
excluded, as a reduction of big incomes to $25,000 will in most 
cases leave no more than current expenditures to their recipients. 
Although our tax laws do not reduce great incomes that much, a 
federal plus state income tax rate approaching 90 percent must re- 
strict the accumulative power of these incomes considerably. 
Great fortunes will therefore grow slowly, and their relative posi- 
tion will be weakened as the war progresses. 

Family incomes of between $2000 and $4000 can be expected 
to have a relatively large share in the accumulation of private 
wealth. In this range the increase in income will be great, and 
an increase in income favors savings. To be sure, it would be a 
mistake to assume that our tax system will change the distribu- 
tion of our wealth radically. A rich man does not become poor 
if his savings are comparatively small, and a family with a $3000 
income will not become rich by saving $500 for two or three 
years. This consideration holds even for the British tax laws. 
Nevertheless, if private wealth increases by over 100 billion dollars 
during the next two or three years, while the top brackets of our 
income and wealth pyramid are kept to a low rate of accumula- 
tion, our wealth pyramid during this war must be flattened 
rather than becoming steeper. This, of course, presupposes that 
our tax laws are substantially obeyed, and that our business 


profit accounting is correct. 
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MOBILIZATION OF WOMEN IN 
GERMANY’ 


BY JUDITH GRUNFELD 


Even while Nazi propaganda was spreading the slogan “woman’s 
place is in the home,” National Socialist preparedness experts 
were exploring the records of the first world conflict to learn how 
woman labor could be increased and women trained for Hitler’s 
total war. ‘The propaganda served, in fact, as a smoke screen for 
the planned mobilization of women for preparedness. For the 
achievement of victory in the coming war the following lessons, 
according to Nazi experts, could be learned from the experience 
of the previous war. 

First, no adequate utilization of woman labor can be achieved 
in wartime without registration of woman power in peacetime. 
In other words, an inventory of woman power, skills and occupa- 
tional experience is essential to the recruitment of additional 
female labor, and to its training and planned transfer into war 
industries. 

Second, patriotic enthusiasm is not sufficient for an adequate 
supply of women workers. During the previous war, under re- 
cruitment on a voluntary basis, only women who had to support 
themselves or their families took up work in munition plants. 
Supported women of the well-to-do classes, it was pointed out, 
had refrained from enlisting as volunteer munition workers. 
Hence universal compulsory service for women is as essential for 
the outcome of total war as is universal conscription of manpower 
for the fighting front;* in total war mobilization of the last woman 


* This article has been prepared in connection with the Graduate Faculty Re- 
search Project on “Social and Economic Controls in Germany and Russia.” 
* British experience with regard to the registration of women during the present 
war has been summarized by Pamela J. Gauntlett (in Labour Management, the 
journal of the Institute of Labour Management, London, February 1942) as 
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capable of work is just as important as the mobilization of the 
last man fit for fighting. 

Third, during the previous war the influx of untrained women 
—who had not been gainfully employed before—caused a loss of 
valuable time while they were being trained and adjusted to labor 
discipline, as well as a waste of precious raw materials. There- 
fore the training and retraining of vast numbers of women for 
essential war occupations should be planned and carried out as 
much as possible in peacetime, when instructors and raw materials 
are available. 

Further shortcomings of the previous war, according to the 
Nazis, were the prejudice of employers against women workers, 
and also the opposition of trade unions to training skilled female 
labor, an opposition based on fear of a surplus of skilled labor 
after the war. 

The practical measures taken by the Nazis for the preparation 
of women were determined by. the major principle that female 
labor reserves represent a decisive factor for victory in total war, 
and that therefore the vocational training of women, particularly 
of young women, must be planned and controlled before the out- 
break of hostilities. Hence the application of the lessons learned 
from the earlier war consisted primarily of measures concerning: 
the recruitment and allocation of female labor reserves; the co- 
ordinated training of women workers; the improvement of wo- 
men’s efficiency; and care for the children of working mothers. 





follows: “An army without sufficient weapons is useless; it was, therefore, illogical 
of the Government to conscript men for the army and to give the Minister of 
Labour considerable powers over the men left in industry but not to conscript 
women. A year and a half after war started the Government ordered the registration 
of women, and then five months later, when it was found that only about 5 
percent of the girls interviewed went into vital war work, a list of direct war 
jobs was compiled, and registration was tightened up. Fortunately the Government 
has now rectified the position by the National Service (No. 2) Act, 1941, which 
extends conscription to women with the exception of those who are married and 
those who have children under 14 living with them. It is to be hoped that this 
will prevent some women escaping registration, for it was admitted in November 
that all women had not registered when their correct age groups were called 


upon” (p. 23). 
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| For the fulfilment of these tasks in peacetime the Nazi govern- 
ment issued numerous laws and administrative orders between 
' 1934 and the outbreak of war. The tremendous centralized ma- 
chinery created for recruiting, training and controlling German 
labor was made to cover women as well as men. And it applied 
not only to the women who traditionally belong to the labor 
market but also to those who are not normally engaged in gainful 
employment, whether because they are married or for any other 


reason. 


Recruitment and Allocation 


In the attitude toward women’s work during the National Social- 
ist regime, two periods may be distinguished. During the first— 
the “back-to-the-home”’ period—women were shifted from better 
paid to poorly paid work and young girls were recruited for 
unpaid service on farms and in households. Nazi authorities and 
the entire press reiterated the idea that agriculture and domestic 
service are womanly occupations, and also that they were of par- 
ticular importance in national policy, both for self-sufficiency in 
food and for the attainment of large families. Hence women were 
urged to accept “female” work, and only women who obtained 
matriage loans by leaving their jobs for the benefit of unemployed 
men were actually removed from the labor market. During the 
second period, when the Four-Year Plan brought about a serious 
shortage of labor, women’s work increased in all branches of the 
economy, and women were shifted from consumer to war indus- 
tries. The provision was canceled which provided that women 
had to give up their jobs if they received marriage loans, and 
pressure was used to make women accept gainful employment. 
Benefits were refused to wives of men serving in the armed forces 
if they were able to work but refused to accept a job. 

For the purpose of shifting and allocating labor an order was 
issued on August 10, 1934,* empowering the president of the 
National Bureau for Placement and Unemployment Insurance 


8 Reichsgesetzblatt 1934, 1, p. 786. 
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to issue administrative orders concerning the redistribution and 
allocation of workers. His orders enabled the employment offices 
to shift any group of workers for particular purposes. 

So-called “work books,” containing data on training and occu- 
pational experience, were introduced by a law of February 26, 
1935,* and these were gradually extended to the vast majority of 
the population. An order of April 22, 1939,’ which applied also 
to former Austria and the Sudetenland, made work books obliga- 
tory even for independent business and professional women, for 
domestic workers, for women engaged in home industry, for wives 
and daughters assisting their husbands or fathers in agriculture 
or shops; even female artists, writers, interpreters and private 
teachers were made to carry work books. Self-employed business 
and professional women are themselves required to report to the 
employment offices any changes in their occupation, family status, 
training and domicile; the employer reports for all others. Since 
1935-36, as a result of this registration of woman power, the Min- 
istry of Labor has been in possession of index cards indicating all 
working women throughout the Reich, their skills, vocational 
experience and domicile. 

Women were included in both of the German conscription 
decrees, that of June 22, 1938,° which provided conscription for 
a limited time, and the order of February 13, 1939,’ which made 
unlimited conscription possible. Requisitioning was at first used 
mainly to draft men for the construction of the West Wall, but 
it also served as a means of mobilizing women. Another type of 
conscription, the Emergency Service (order of September 15, 
1939*), excludes persons under 15 or over 70 years of age, mothers 
with children under 15, provided the emergency service is incon- 
sistent with their duties to their children, pregnant women from 
the sixth month of pregnancy until two months after confinement, 


* Reichsgesetzblatt 1935, 1, p. 311. 
5 Reichsgesetzblatt 1939, p. 824. 

6 Reichsarbeitsblatt 1938, I, p. 652. 
7 Reichsarbeitsblatt 1939, 1, p. 206. 
8 Ibid., I, p. 439. 
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and persons incapable of work; it is particularly notable that even 
expectant mothers may be conscripted until the sixth month of 
pregnancy, and also mothers of two-month-old babies, if the chil- 
dren can be taken care of. These two forms of conscription, to- 
gether with various other methods of pressure, have been used to 
draw more and more of the female labor reserves into industry. 
Regulations issued on March 10, 1939,° pertaining to various 
occupations essential to war, made the right to change jobs—in- 
cluding a change for the purpose of assisting members of the 
family—conditional on a permit granted by the employment office; 
after the outbreak of the war this control was extended to all 
gainfully employed persons.” 

Young girls were subjected to special work regulations as early 
as 1934, when the government began to comb out women under 
25 from all public and private business except agriculture and 
households,” in order to set them free for services in the country. 
Of such services three types had already been introduced. First, 
the “land year,” introduced in Prussia and some other states, 
obliged city boys and girls of 14 to serve nine months in agricul- 
ture after leaving elementary school. These girls lived in camps 
where they were educated in National Socialism. At first they 
were supposed to work only half a day, but with growing scarcity 
of labor their daily working hours were extended to eight. Sec- 
ond, in 1934 and 1935 boys and girls were voluntarily recruited 
as ‘“‘land helpers,” that is, as additional helpers on farms with gov- 
ernment subsidies. And third, a voluntary “land service” was 
introduced in 1934 for members of the Hitler youth organiza- 
tions. City girls mobilized for this service were given eight weeks 
of training and sent to villages, where they lived in camps and 
functioned as organized groups of auxiliary workers for overbur- 
dened peasant women. The law of November 5, 1935,” gave the 
National Bureau for Placement and Unemployment Insurance 


® Reichsgesetzblatt 1939, 1, p. 444. 

10 Order of September 1, 1939, Reichsarbeitsblatt 1939, I, p. 1685. 
11 Order of August 28, 1934, Reichsarbeitsblatt 1934, I, pp. 199 ff. 
12 Reichsgesetzblatt 1935, 1, p. 1361. 
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the exclusive right to provide for vocational guidance and place- 
ment, including that of apprentices. 

A complete survey of the youth of both sexes “whose labor 
power is not yet tied up” was provided for by an order of March 
1938, which introduced obligatory registration at employment 
offices of girls as well as boys, on their graduation from elementary 
and secondary schools. This registration was required also of all 
boys and girls below 21 years of age who had been graduated from 
school between January 1934 and March 1938 and who were not 
yet in employment or in regular vocational training. Thus it 
made possible the mobilization for controlled employment or 
training of girls who enjoyed economic security and would not 
normally have taken jobs, or prepared themselves for jobs. As a 
result of this registration the entire available youth was allocated 
for apprenticeship, with each occupation given its quota of youth 
for training. 

Agriculture was given a particularly favorable apprentice quota. 
The Deutsche Volkswirt wrote on January 17, 1941: “With its 
yearly demand for 160,000 male and 150,000 female apprentices 
agriculture presents among all vocations the highest demand for 
available youth in Germany. This demand, like that of other 
vocations, cannot be fully satisfied, as a result of birth decreases 
in former years. The particularly urgent labor demand in agri- 
culture has been taken into account by granting agricultural vo- 
cations an apprenticeship quota exceeding the average (2.7 in- 
stead of 2.1).”” The labor shortage in agriculture is reflected in 
census statistics showing that between June 1933 and May 1939 
rural wage-earners, men and women, decreased 16.7 percent, rural 
salaried employees declined 19.5 percent, and even independent 
farmers decreased 10 percent. The only increase among the per- 
sons active in agriculture was shown by the group of “assisting 
family members,” which means primarily wives. The expansion 
of war industries had caused a continuous “flight of rural labor,” 
and this migration, coupled with government pressure to increase 


13 Reichsarbeitsblatt 1938, 1, p. 69. 
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production for food self-sufficiency, brought about ever-increasing 
labor burdens for peasant wives. 

To relieve the pressing labor shortage in agriculture, and also 
in domestic service, Géring, as Commissioner of the Four-Year 
Plan, introduced the Pflichtjahr on February 16, 1938—a year of 
compulsory labor for girls under 25. This decree provided that 
no girl should be admitted to employment in the clothing, textile 
or tobacco industries—after December 1938 to any kind of em- 
ployment—unless she could prove that she had served one year in 
agriculture or as domestic help in large families. And the follow- 
ing official statement was carried by the controlled press: “If the 
German male youth is willing to serve the fatherland with arms 
and spade for two and one-half years, female youth will not want 
to stay behind but will joyfully do its duty where the fatherland 
demands.” During the first year of this war some 130,000 girls 
were conscripted, primarily for agriculture. 


Vocational Training 


The Nazi government did not postpone the training of woman 
power until the demand for women workers became urgent, as 
Great Britain did until 1941. On the contrary, the government 
started training female youth for skilled trades well in advance 
of the anticipated demand for additional women workers. 

The training of skilled women workers for agriculture was 
regulated in 1937 by the Reich Peasant Leader (Reichsbauern- 
fiihrer), and these basic regulations were issued by the Reich Food 
Estate (Reichsnaéhrstand). The unified training procedure for 
girls started with the so-called basic training (Grundlehre) in a 
rural household (Ldandliche Hausarbeitslehre), which lasted for 
a period of two years or at least one year. Only after this basic 
training could the girls be admitted to a two-year apprenticeship 
for specialized vocations, such as assistants in rural home econom- 
ics or horticulture, poultry-breeders, bee-masters. In order to ac- 
quire the degree of an assistant, or the highest degree of a master, 


14 Tbid., I, p. 46. 
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female apprentices were required, in addition, to attend an agri- 
cultural school for one or two years and to pass its examinations; 
it took girls as well as boys six years to pass the master examina- 
tion in poultry-breeding, for instance. 

In regard to the training of women for industry the Nazis again 
have scrutinized the measures followed during the first world 
war, and have studied numerous reports on the achieved results, 
as compiled at that time by German engineers in large plants and 
training centers. The following four training systems for women, 
practiced during that war, were distinguished and evaluated: 

1. ‘Training of unskilled women on the job, for simple opera- 
tions; 

2. Similar training, but for an entire group of connected 
operations; 

3. Selection of women who have proved particular aptitude, 
and training them for more complicated operations, so that finally 
women of particular dexterity and aptitude are selected in a par- 
ticular plant for operations requiring more skill; 

4. Planned theoretical and practical training in apprentice 
shops, according to an instruction plan, with subsequent further 
training in the plant. 

The first two methods were dismissed by the Nazis as “impro- 
visations” leading to a waste of scarce material and to technical 
changes. It was held that the training most women lacked could 
not be achieved through improvised short-term measures. And 
the World War, it was claimed, had demonstrated the great edu- 
cational value of any vocational training, for at that time women 
trained in other vocations had easily adjusted themselves to work 
in munition plants, had stayed on the job, proved more efficient, 
worked more conscientiously and used raw materials more thrift- 
ily. Hence the conclusion was drawn that adequate training of 
women for a war economy requires several years of consistent 
preparation. But in view of the fact that German women had 
not been prepared for the work they had to do in the earlier war 
the efficiency they achieved then was regarded as amazing, and the 
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Nazis gave it high praise. A steel plant was pointed out, for in- 
stance, which had successfully trained women for work in the 
foundry and at sledge-hammers, and also as crane operators and 
pressers; and an artillery plant was commended which by 1917 
had employed 4,000 women and only 50 deferred men. 

Regulations for training women as well as men as semi-skilled 
workers for various industries have been issued for the entire 
Reich by the three major organizations in charge of vocational 
training: the Labor Front, the Reich Industry Group (Reichs- 
gruppe der Industrie) and the Central Board of the Chambers of 
Industry and Commerce. Particular jobs in each industry have 
been determined as semi-skilled (Anlernberufe), the official defini- 
tion of the semi-skilled worker being as follows: “A semi-skilled 
worker (angelernter Arbeiter) is a worker who has undergone as 
youth a one- or two-year systematic training in a shop or voca- 
tional school (Jugendlichanlernung) or who was trained as an 
adult during a shorter period (Erwachsenenanlernung) for a 
special field and is capable of carrying out various jobs of his voca- 
tion by himself according to drawings and directions.” 

Since in the opinion of Nazi experts the best results during. the 
first world war were produced by the last two training methods 
mentioned above—selection according to aptitude, and theoretical 
and practical training in apprentice shops—these methods were 
adopted for peacetime training of semi-skilled and skilled women 
workers. The training procedure for female apprentices, as fol- 
lowed in most industries, may be illustrated by the following 
regulations for training girls in the chemical industry, as described 
in 1938 by the woman officer of the Labor Front’s Chemistry 
Trade Department. To begin with, analyses have been carried on 
since December 1937 in all chemical plants throughout the Reich, 
in order to find out the operations for which women are most fit. 
For such occupations selected girls are trained as skilled chemical 
workers, their theoretical training being combined with training 
in apprenticeships or on the job. 


18 Der Vierjahresplan (December 1938). 
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The elementary phase of this combined training consists of 
practical work in the course of which first one operation, then the 
previous and the following operations are taught, so that the girls 
finally acquire the skills for various operations in a given shop. 
Simultaneously they acquire theoretical knowledge in evening 
courses at the plant or in vocational schools. This instruction is 
given in four subjects: elementary knowledge, to refresh that ac- 
quired in elementary school; industrial hygiene and prevention 
of accidents; factory management; trade knowledge. After this 
training period the girls are supposed to be able to carry out ade- 
quately any assigned work. 

The advanced vocational education for the chemical industry 
follows, again as a combination of theoretical and practical train- 
ing. In the plant it concerns those operations for which the girl 
has proved a particular aptitude. And in the vocational school 
theoretical instruction is provided regarding the whole chemical 
industry, and also its branches, including raw materials. Finally 
the women pass an examination concerning not only their par- 
ticular trades but the industry as a whole. Thus it is possible to 
transfer them to other lines of industry. 

Under the regulations issued in 1937 by the German Handi- 
craft Leader for vocational training of dressmakers, milliners, 
furriers, hairdressers, photographers and others, girl “journey- 
men” could be exchanged between one workshop and another, 
and could be sent from the country and from small towns to the 
cities. 

During the first world war a shop for training women was estab- 
lished at Siemens’ tool making plant, and now all women em- 
ployed in this plant are performing highly skilled work (hoch- 
wertige Facharbeit). In two- to three-month courses the plant 
trains selected women as engine-fitters, the instructors being good 
handicraft men “who must be free of male haughtiness.” A few 
months after the outbreak of war, in February and March 1940, 
the German Association of Engineers organized a course at which 
representatives of plants discussed the methods applied and the 
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results obtained in the employment of women in various technical 
fields and on various jobs. This course, and the exchange of ex- 
perience it made possible, have greatly stimulated the training of 
women and the discussion of the problems of women’s work. With 
reference to experience in the metal industry, the following in- 
structions were mentioned. 

First, the way in which women are introduced into the shop is 
of particular importance. Hence a woman instructor (Unter- 
weiserin) should take care of the woman beginner in order to 
help her overcome her initial fear of machines. 

Second, since women are “‘very ambitious” they should be given 
particular attention in order to prevent the feeling of inferiority 
that may easily develop when women have to compete with men. 
The latter are to be induced to approach women workers with 
the respect due a “German woman.” As a means of encourage- 
ment women should be started on easier operations, should be 
praised for achievement and should be spurred to increasing effort 
through better wages for better efficiency. 

Third, difficult matters, such as complicated models, theoretical 
considerations, draft reading, should be explained clearly and 
patiently in order to help women achieve practical results quickly 
and to acquire self-confidence. 

Retraining of women transferred from textile and other con- 
sumer goods industries into metalworking industries is carried 
on in the larger metal plants. In this the industrial welfare work- 
ers work in close cooperation with the instructors. 


Promotion of Industrial Efficiency and Welfare 


Even in 1937 the Labor Front’s Department for Women main- 
tained 4,000 agencies for women, with 12,000 female officers. In 
addition each of the various Labor Front departments for the dif- 
ferent industries has a woman officer, the so-called Frauenfach- 
walterin. The main goal of the Labor Front’s female agencies is 
the promotion of women’s training and efficiency. For this pur- 
pose particular attention has been devoted to encouraging women 
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workers to participate in the yearly vocational contests. These are 
examinations in which the women have to answer practical and 
theoretical questions concerning their professional and household 
work and their political views. The examinations are organized 
in trade groups, and the tasks divided into classes of various stand- 
ards. Sport tests are taken too. Local victors have to pass a second 
district examination, and the district victors enter a Reich con- 
test. ‘Those who come out with best results receive additional 
education if possible. In 1937 about 700,000 girls under 21 years 
of age participated in the Reich vocational contest. In 1938 
women workers over 21 were requested by Dr. Ley to take part 
in the vocational contests. 

The major activity of the Labor Front’s female agencies is con- 
centrated in the factories, where female factory wardens are put 
in charge of women workers and their problems. In smaller fac- 
tories the female warden, appointed by the Labor Front, is herself 
a wage-earner serving as an unpaid officer; she is expected to sub- 
mit suggestions for increasing women’s efficiency through tech- 
nical adjustments and factory hygiene improvements. In larger 
plants the women officers installed by the Labor Front for this 
purpose are full-time, paid workers. They are called soziale 
Betriebsarbeiterinnen, industrial welfare workers, and their train- 
ing includes a practical period in a factory at a female wage. Their 
activity demands a knowledge of the technological changes neces- 
sary to make possible the employment of women on jobs formerly 
performed by men. In suggesting technical adjustments likely to 
diminish women’s fatigue and to increase their efficiency the in- 
dustrial welfare workers work in close cooperation with the fac- 
tory engineers. 

In carrying out their major tasks—increasing the skill and efh- 
ciency of women workers—the industrial welfare workers are 
assisted by female shop brigades, Werkfrauengruppen. The or- 
ganization of these groups was started by the Labor Front in 1936, 
when the Four-Year Plan was launched. By July 1939 female shop 
brigades were functioning in 3,000 plants, and the Labor Front’s 
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Department for Women requested that there should be a female 
shop brigade in every large enterprise. —The members of these 
brigades are recruited from among the most active of the young 
and ideologically indoctrinated women workers (wage-earners 
and salaried employees up to 35 years of age). Among the tasks of 
the female shop brigades—the counterpart of the highly militar- 
ized male brigades in the plants—are intensive vocational training 
to help overcome the shortage of skilled labor, and training for 
factory services such as air defense, first aid, prevention of acci- 
dents and labor protection. 

After the outbreak of war the Labor Front established numer- 
ous training courses for various groups of women. These include 
refresher courses for women formerly gainfully occupied; courses 
for wives of small businessmen drafted for the army; retraining 
courses for unemployed women discharged from consumer goods 
industries, intended to prepare them for employment in munition 
plants in order to replace men to be drafted; courses on war 
economy, on foreign trade and foreign languages; itinerant 
courses (Fahrbare Lehrgdnge) for women in small towns and vil- 
lages; correspondence courses for female technicians and business 
women. 

In cooperation with the Bund Deutscher Technik and eco- 
nomic authorities the Labor Front has sponsored a conference on 
adequate utilization of woman labor in industry. It was suggested 
then that particular attention should be paid to the selection of 
masters and instructors in charge of women’s training; that 
women foremen or trusted women willing to carry through essen- 
tial protection of women workers should be employed; that mea- 
sures likely to increase women’s willingness to work, such as clean- 
liness, order, comfortable seats and the like, should receive due 
attention, since the sense of duty alone is not sufficient to spur 
women to best efficiency. 

To facilitate the employment of married women with domes- 
tic duties half-day shifts were introduced before the war, and in 
July 1939 the Reich Labor Minister requested from the employ- 
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le ment offices reports about this experience.'® The results were 
” | considered satisfactory, and after the outbreak of war the part- 
8 time system for married women was extended to manufacturing 
” and to offices. Ihe women engaged by the employment offices for 
f half-day shifts are primarily those who have had no previous voca- 
. tional experience or have not exercised it for a long time. Hours 
3 for part-time workers are fixed alternately in the morning and in 
the afternoon in successive weeks. Women may choose their hours 
in accordance with their household duties. 

There are two shifts for full-time workers: from 6 in the morn- 
ing until early afternoon one week; and in the following week 
for the same women from noon until 11 at night. In some enter- 
prises housewives are allowed to take a day off every four weeks 
for the household washing; in other plants foremen may allow 
women workers time off for performing urgent household duties. 
Women workers whose husbands are on leave from the front are 
entitled to special leave.” 

The transfer of women from consumer goods industries to war 
production has increased the distance that women must travel 
) between home and work place. Larger enterprises have therefore 
introduced the system of staggering hours of work over a period 
of two and one-half hours, in order to facilitate transportation. 

Nurseries, kindergartens and neighborhood help for children 
of working mothers were organized before the war, and have been 
greatly extended during the war, especially by making women 
who are not gainfully occupied take care of the children of neigh- 
boring working mothers. Also, employers were induced, even 
before the war, to organize factory nurseries and kindergartens; 
according to the reports they have fulfilled these obligations to 
such an extent as to set an example. In large cities, where work- 
ers’ dwellings are widely scattered, mothers and children are 
spared the long way to the factory kindergarten in the early morn- 
ing hours. In such cases agreements are reached between enter- 
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16 Frankfurter Zeitung, July 9, 1939. 
17 Deutsche Bergwerkszeitung, October 12, 1941. 
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prise managers and the National Socialist Welfare boards about 
placing children in the welfare kindergartens in the various resi- 
dential sections. The factory nurseries and kindergartens are 
preferred when working mothers live in the vicinity of the enter- 
prise or in factory settlements. The factory kindergarten staffs 
also work in shifts, coordinated with the shifts for mothers. And 
these kindergartens are open not only early in the morning but 
also late in the evening, in order to enable mothers to do their 
shopping after hours. 

With reference to these facilities it is emphasized that social 
care was so organized before the war that not one new measure 
was necessary at the outbreak of war, but solely the strengthening 
of an already existent organization. This well organized social 
care of working women, it is stressed, represented at the outbreak 
of the present conflict a considerable advantage as compared with 
conditions at the beginning of the first world war. 


Extent of Employment 


Before the advent of Hitler female employment in Germany ex- 
ceeded that in other leading industrial countries, not only in 
absolute numbers but also proportionally.* The proportion of 
women wage-earners and salaried employees rose during 1925-29, 
as cheaper female labor replaced men in the course of mechaniza- 
tion and rationalization of industry, and also during the follow- 
ing depression. In 1932 the proportion of women among all per- 
sons employed in Germany reached 36.2 percent, as compared 
with 33.3 percent in 1929. This proportion had risen especially 
in the metalworking industries, in electrical engineering and in 
the chemical industry,” and there was a considerable proportion 
of women in consumer goods and export industries when Hitler 
took power. 

In 1933 the yearly average of employed female wage-earners and 


18 See Frieda Wunderlich, “Women’s Work in Germany,” in Social Research, vol. 


2 (August 1935) pp. 310-36. 
19 Judith Grunfeld, “Rationalization Employment and Wages of Women in Ger- 


many,” in International Labour Review (May 1934). 
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jut salaried employees amounted to 4.5 million, and on January 31, 
esi- | 1933, unemployed women numbered 1.1 million. Between 1933 
are and 1937 the total employment of women rose to 5.7 million,” 
er- an indication that by the end of 1937 unemployed women were 
fs absorbed. Since that year the proportion of female employees has 
nd risen still further: between 1933 and June 1938 the increase in 
ut the number of female employees was 16 percent as compared with 
2ir only 6 percent for male employees. The following index numbers 
(1932 average = 100) pertain to the number of employed women, 
al both wage-earners and salaried employees, in Germany proper.” 
June 1933 ...... 103 June 1937 ...... 127.2 
al Jume 1934 ...... 108.8 juby 1008 ..:.... 135.9 
k Jume 1995 ...... 112.7 June 1909 ...... 149.6 
h June 1936 ...... 118.7 Ci Fs kaases 154.2 
Since the women workers available for the labor market were 
already put to work in 1937, it is evident that the considerable 
increase in the employment of women since that year has been 
. | achieved through recruiting additional woman power. 
. The increase in women wage-earners in manufacturing indus- 
; tries” was as follows. While these figures show a total increase 
, Number Index 
a 1,205,000 100 
| eee 1,408,000 116.8 
168 ...... 1,463,000 121.4 
DE eaipacae 1,549,000 128.5 
PF kanes 1,749,000 145.1 
| SE <skwes 1,846,000 153.2 


of 53.2 percent between 1933 and 1938, the employment of female 
wage-earners in capital goods industries rose simultaneously by 
82.9 percent, and in consumer goods industries by only 35.8 per- 


——— se? 


20 Wirtschaft und Statistik (1938, no. 9). 
21 Reichsarbeitsblatt 1941, V, pp. 86-89. 
22 Wirtschaft und Statistik (May 1939). 

















492 SOCIAL RESEARCH 


cent. This considerably higher increase in female employment 
in capital goods industries illustrates the shift of women to war 
industries, effected by the registration and allocation machinery 
controlling the labor market. ‘“The labor power transferred from 
various industries to state-politically important tasks has been 
replaced by women, and besides, the number of women in produc- 
tion goods industries has been increased considerably.”* The 
average number of women in various manufacturing industries in 
1938, in percent of the total employed wage-earners in those in- 
dustries, is shown in the following figures: 


Iron and Steel ....... nS. ewerrers 42.4% 
Metalworking ........ 41.6 Paper Industry ....... 58.0 
Electrical Engineering. 38.8 Leather Industry ..... 36.2 
Precision and Optics .. 29.3 PONE bs doers edcuen 30.2 
Woodworking ........ 16.8 errr ee 57.1 
Chemical Industry .... 20.0 ER Ssdecanences 69.0 
ED kcawkenesban es 36.0 Food and Beverage ... 42.6 


Since 1938 the employment of women has risen considerably 
in transportation and in industries essential to the war. The 
trend is evident from the official statement that between June 
1938 and June 1940 the employment of female wage-earners rose 
in the chemical industry by 67 percent and in metalworking in- 
dustries by 59.1 percent; in transportation the employment of 
women in the summer of 1940 exceeded by 51 percent that of 
June 1938. “Women dominate entire branches of the chemical 
industry and of the rubber industry,”’ reported Die Frau in Feb- 
ruary 1940. “Women can advance as skilled workers and labora- 
tory workers. If a woman has proved her ability by passing the 
examination the opportunity is open to her for promotion from 
supervisor to foreman and up to division chief. Particularly ca- 
pable women workers may be sent to a university.” 

An order of the Reich Minister of Labor of March 1940* im- 


23 Ibid. 
24 Reichsarbeitsblatt 1940, 1, p. 184. 
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posed on employers in metalworking industries the obligation to 
' recruit women as much as possible from among family members 
of the employees, which implies primarily their wives. According 
to this order the vocational guidance agencies, the Labor Front 
and the Chambers of Industry and Commerce have to cooperate 
in recruitment for the metal industry, all participating in the 
periodic inspections of munition plants. These inspections are 
intended to determine, among other matters, whether skilled 
workers are still doing work that could be done by semi-skilled 
labor, and whether there has been an adequate employment of 


_ 


+ —@= OO ' DB SB se 


women. 
In May 1940 there followed an order of the Reich Minister of 


Labor concerning the supply of labor for the munitions industry. 
This requested a stringent replacement of male workers: any de- 
mand for male labor is to be investigated to determine whether 
the work could be done by women, and jobs actually performed 
by men are to be examined with the purpose of replacing men by 
| women. 

| As a consequence of all this recruitment and retraining the 
; total employment of women in munition industries was 18.3 
percent higher in July 1940 than in June 1938, according to offi- 
cial figures on holders of work books. Between these two dates 
the average proportion of female employees to all employees in 
the Old Reich rose from 32.8 to 39 percent, and in Brandenburg, 
Saxony, southwest Germany and Bavaria this proportion extended 


| beyond 43 percent. 

The shift from male to female labor is further reflected in the 
fact that in July 1940 there were more female than male wage- 
earners and salaried employees serving in such capacities as paper 
workers, hairdressers, hotel and restaurant workers, cleaners, com- 
merce and office workers, though men had prevailed in these occu- 
pations in June 1938. 

Before the war 22.9 percent of the total female population of 
Greater Germany was in employment. This proportion amounted 
to 28.4 percent in Saxony, 31.8 percent in Brandenburg and 36 
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percent in Berlin. At the end of 1940 there were 8.4 million 
female wage-earners and salaried employees, an increase of nearly 
4 million over 1933. In the spring of 1941 Hitler requested that 
many more hundreds of thousands of women should join those 
already working, and an intensive drive for additional woman 
power was launched. With reference to this drive Der deutsche 
Volkswirt declared that though gigantic victories have enlarged 
Germany’s labor supply for war production, the extension of 
woman labor is becoming an increasingly urgent necessity, pri- 
marily because of the extension that has taken place in the 
armed forces. 


(New School Graduate Faculty Research Projects) 
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A PECULIAR PATTERN OF THE 
FIFTH COLUMN’ 


The Organization of the German Seamen 


BY ERNEST HAMBURGER 


T ue subordination of all occupational groups in Germany under 
the power of the Nazi state and the Nazi party was carried through 
as early as 1933, the first year of the National Socialist rule. To 
attain the success aspired to, methods varied, and the necessary 
lapse of time differed. These divergencies, however, are of sec- 
ondary importance in comparison with the common objective 
of the reorganization: establishment of a rigid, all-inclusive con- 
trol over the members of each occupational group; and infusion 
of a never-ceasing and appropriately specialized propaganda. The 
two objectives are interrelated, as a result of the fact that control 
is strengthened by the effect of propaganda and that the effect of 
totalitarian propaganda is dependent upon tight control. 

In the general set-up of this policy the pattern chosen for the 
vocational unit containing the 70,000 German seamen shows the 
most important deviations from the normal type of organization 
and political training of the working population. These devia- 
tions are to be explained by two underlying intentions: to build 
up a control over the seamen more rigid than that established 
over any other section of the workers; and to prepare the seamen 
for a powerful fifth-column activity, in contact with the Germans 
living abroad. Much attention has been devoted to the Nazi- 
dominated organizations and the subversive activities of Germans 
residing in foreign countries. But the mobile units of the Ger- 
man fifth column, although one of its most dangerous instru- 
ments, have escaped any thorough investigation. 


? This article has been prepared in connection with the Graduate Faculty Re- 
search Project on “Social and Economic Controls in Germany and Russia.” 
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From the outset the National Socialists were aware of the 
uniqueness of the seamen’s living and working conditions and of 
their possibilities for action. They are the only large group in 
the nation that passes its life alternately in Germany, on board 
ship and in foreign harbors. They establish contacts with per- 
sons in other countries and can be influenced by them; in turn 
they have the opportunity to influence those persons and to 
spread at home other information and impressions than those 
conveyed by Nazi propaganda for domestic use. Over no occupa- 
tional group can more stringent control be exercised than over 
the seamen, bound to the ship in work and in rest hours. No- 
where, on the other hand, is control more difficult than during 
the stay in harbors abroad, where the seamen are exposed to the 
influences of other nations’ ways of life. 

Such were the reasons that determined the organization of this 
vocational group, and the political use to be made of it, and in- 
duced the National Socialists to transform it into a political team 
firmly welded together—a team to be put into action in con- 
formity with the opportunities offered by its frequent stays 
abroad, in contact with Germans in foreign countries—and to 
submit the seamen to a special control adjusted to the peculiari- 
ties of their life and work. 


Inauguration of a New Pattern of Organization and Policy 


In May and June 1933 the former trade unions in Germany 
were dissolved, and their members incorporated into the newly 
established associations of manual workers and salaried employees 
within the all-embracing German Labor Front. Like the other 
groups of labor, the seamen were fundamentally affected by this 


transformation. 

Because of their irregular life their organization had always 
been difficult. Their leading trade union was the Association of 
Seamen, established in 1897 as a “free trade union” (Freie 
Gewerkschaft) of social democratic orientation. In addition, 
there were numerous smaller organizations, mostly without any 











pr- 


y 
y 
5 
r 
$ 














A PATTERN OF THE FIFTH COLUMN 497 


trade union character, set up along the lines of the common 
occupational interests of helmsmen, pilots, mates, sailors and so 
on. Both Communists and National Socialists had stronger holds 
in the ranks of the seamen than among workers bound to more 
steady trade union influences, a trend that was especially favored, 
from 1930 on, by the quickly growing unemployment due to the 
crisis of the shipping industry; both parties recognized the sea- 
men’s key position in times of national and international tension. 

The first National Socialist cell on board a German steamship 
was created in 1930. A party official of the Hamburg district was 
in charge of organizing such cells on all ships, in conformity with 
the instructions of the National Socialist Work Cells Organiza- 
tion,” which had no trade union character but was a department 
of the Nazi party set up for propaganda among the workers in 
the plants. The Nazis claim to have organized 8,000 out of the 
70,0000 German seamen—nearly 11.5 percent—when they took 
over power.’ That would imply a particularly strong position in 
that field, as their 400,000 N.S.B.O. men among the other workers 
in January 1933 amounted to less than 3 percent of the entire 
working population.‘ 

Out of the 30 trade unions and other vocational associations of 
the seamen the N.S.B.O. chiefs, appointed by Labor Front head 
Robert Ley to the leadership of the organization to be established, 
formed an all-inclusive ‘Association of Seamen Employees.” 
Enormous propaganda was sent forth, accompanied by strong 
pressure and unmistakable threats against sabotage, in order “to 
enable N.S.B.O. shipping to announce that the last seaman has 
become a member of the German Labor Front.’* As a result of 
the action taken in these months the former vocational ties of the 


seamen were abolished, and the leadership chosen according to 
? Nationalsozialistische Betriebszellen Organisation, henceforth referred to as 
N.S.B.O. See Gerhard Starcke, N.S.B.O. und deutsche Arbeitsfront (Berlin, 2nd 
ed. 1934). 

® Hansa, March 30, 1935, p. 534. 


* Starcke, op. cit., p. 40. 
* Hansa, September 23, 1933, p. 1330; October 21, 1933, p. 1478; December 30, 


1933, p. 1861. 
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trade union principles was ousted. In the central and district 
services and in the locals control was seized by N.S.B.O. chiefs, 
who were appointed officials of the Labor Front. They had to 
direct the seamen organization and its work in conformity with 
instructions of the party, of which the Labor Front was a “‘struc- 
tural part.” 

For effective control over the seamen, and for success in the 
political purpose for which the National Socialists intended to 
put them into action, a full understanding among the Nazi party, 
the Labor Front and the shipping industry was an indispensable 
condition. Smooth collaboration of these three factors was 
facilitated by the fact that the public agencies had obtained a 
strong influence over the shipping industry during the period of 
the economic crisis, between 1931 and 1933, as a counterpart of 
the sacrifices they had made for the maintenance of that industry. 
Early in 1933 the National Socialist Reich and the municipal 
authorities enforced decisive personnel changes, especially in the 
important Hapag-Lloyd combine, which at that time included 
about 70 percent of all German shipping lines. As a consequence, 
the boards of directors and management were completely co- 
ordinated with National Socialist purposes. The new managers 
of the large shipping companies proved fully cooperative from 
the very outset. 

The National Socialists had stressed the propaganda duties of 
German seamen abroad even before they had reached definite 
conclusions as to the details of this work and the way of perform- 
ing it. In the opinion of high officials of the Nazi party and the 
Reich administration in charge of shipping problems, the seamen 
should be the “bearers of the Kultur of National Socialist Ger- 
many in foreign countries,” “worthy representatives of National 
Socialist Germany wherever the German flag waves.”* Early in 
1934 Rudolf Hess was less vague. He warned against underesti- 


° H. Beuster, Die deutsche Handelsschiffahrt (Munich 1934) pp. 18-19; Reichs- 
arbeitsblatt (1934) v1, p. 506. Beuster, the author of the above-mentioned pam- 
phlet about commercial shipping, published in a series of official National Socialist 
writings, was an official in the Marine Division in the Ministry of National Defense. 
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rict mating the propaganda that seamen could conduct for National 
efs, | Socialism in foreign countries: “The circles which can be influ- 
to enced by them are limited; but they are composed essentially of 
ith workingmen abroad who are exposed to the infamous agitation, 
uc- spread by the emigrants, about alleged atrocities.’ 

The new managers hastened to prove that they were fully aware 
he | of their own duties referring to propaganda, and of those to be 
to performed by the seamen. The new member of the board of 
ty, Hapag, Dr. Leisler Kiep, emphasized as early as May 1933 the 
rle efforts made by the New York services of Hapag and Lloyd and 
yas their agencies “in order to give to the foreign countries a picture 

a | of the true situation in Germany and to deny senseless rumors 
of and lies. . . The use of these agencies not only for publicity for 
of shipping, but also for the general German propaganda, appears 
y. to me to be a factor of increased importance in the framework of 
al the official German propaganda abroad. A planned German 
he =| activity of enlightenment and propaganda abroad will have to 
od use, in addition to the diplomatic representation, particularly 
e, the representatives of German commerce and shipping in all parts 
O- of the world.”* Still more concretely the newly appointed chair- 
rs man of the board of managers of the other big company, North 
m German Lloyd, declared that “‘each seaman in any harbor can do 

more than official propaganda,” and that therefore “a strong ship- 
of ping activity of the nation will be more necessary than ever.”* 

te An aim of this kind could not be attained on a large scale with- 
1- out systematic preparation. The North German Lloyd took the 
e first step, instituting professional and political training of unem- 
n ployed workers on an idle ship. This institution was the germ of 
r the “schools for professional training of sailors” (Seeberufsschul- 
1 en), in the direction of which the boards of the shipping com- 
n panies, the N.S.B.O., the Labor Front and the storm troop marine 


\- (S. A. Marine) cooperated in 1933 and 1934. The schools were 


"Speech in Hamburg on March 24, 1934; Hansa, March 31, 1934, p. 498. 


- * Hansa, May 20, 1933. 
t * Rudolf Firle, “Die Zukunft der deutschen Seeschiffahrt” in Hansa, January 1, 


1984, pp. 110-11. 
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generally financed by the companies, which also provided the 
teaching personnel for occupational problems. The Nazi agencies 
supervised the schools and took care of the political instruction. 
Such schools were started in all big German harbor towns. They 
were intended to convey to the unemployed the feeling that the 
National Socialist party, the National Socialist Reich and the 
companies, conducted by National Socialists, took care of them 
and their reincorporation into work. After having been hired 
again these seamen were to constitute the “cells on board to en- 
lighten their comrades.” ‘Their political instruction was all the 
more important, declared Rudolf Firle, chairman of managers of 
the Lloyd, as they “are rarely touched by the great political 
events, because of their frequent absence.’’*° 


Incorporation into the “Organization of Germans Abroad” 


In March 1934 the deputy leader Rudolf Hess took a step full 
of significance: he ordered all seamen who were members of the 
Nazi party to join the party’s “Organization of Germans Abroad” 
(Auslandsorganisation)." The execution of this order put an 
end to the tie that had linked the seaman organized in the Na- 
tional Socialist party to the National Socialist local of his German 
residence. He was now subordinated to the same party agency 
that was in charge of the members of the Nazi party living out- 
side Germany. The principle of establishing a political and or- 
ganizational link between seamen and Germans abroad appears 
here for the first time, foreshadowing the systematic orientation of 
seamen’s political activities toward foreign nations. 

The same principle appeared at once in the “School of Leaders 
for Seamen and Germans Abroad,” inaugurated in Altona (near 
Hamburg) in April 1934, which crowned the work of combined 
political and professional training.” In this school the future 
leaders of the Nazi locals and blocks in foreign countries were 


10 Hansa, December 23, 1933, p. 1817; February 10, 1934, p. 248. 
11 Emil Ehrich, Die Auslandsorganisation der NSDAP (Berlin 1937) pp. 7-10. 
12 Hansa, April 14, 1934, p. 587. 
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trained, and, along with them, the leaders of the work cells on 
board ship were familiarized with the National Socialist way 
of life and policy, and with their duties of control and propaganda 
on board and in foreign countries. Racial and national prob- 
lems, history, the development of foreign nations, national econ- 
omy, labor law, were taught in the light of National Socialism. 
The co-instruction of the leaders of the seamen and the leaders 
of the German groups abroad served to “prepare them for their 
common work.” The “intellectual straightening of our seamen 
and Germans abroad as the representatives of the German-born all 
over the world” was intended to enable these representatives “to 
reply clearly, objectively and quick-wittedly even to the most 
stupid question.”* 

One month after the Nazi seamen had been ordered to change 
from their locals to the “Organization of Germans Abroad” that 
agency was reorganized from top to bottom. In addition to the 
31 districts that constituted the regional network of the Nazi 
party in Germany herself, a further district, ‘Foreign Countries,” 
was created in April 1934. Wilhelm Bohle, chief of the Organiza- 
tion of Germans Abroad, became the head of the “Foreign Coun- 
tries” department of the party, and was appointed “Gauleiter.” 
The Nazi seamen were included in “Shipping,” this department’s 
sixth main division (Hauptabteilung).* On January 30, 1937, 
Bohle was appointed Under-Secretary of State in the Reich Min- 
istry of Foreign Affairs. Thus his party department became at 
the same time a part of the central Reich administration,” and 
henceforth it enjoyed increased authority as a party as well as a 
governmental agency. From 1937 the work assigned to the 
German seamen had not only the official party but also the official 
governmental imprimatur. 

The organization of the seamen in the German Labor Front 
was immediately adjusted to the transformation of their status in 


13 Wir und die Welt, monthly published by Reichsbund deutscher Seegeltung 


(February 1939) pp. 17-21. 
14 Jahrbuch der Auslandsorganisation der NSDAP (Berlin 1940) pp. 190-98. 


15 Ehrich, op. cit., pp. 7-10, 30. 
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the party which took place in 1934. For the Germans abroad a 
“Foreign Countries” department of the German Labor Front, 
parallel to the corresponding party department, was created and 
subordinated to the latter’s leadership. At the same time the 
associations of wage-earners and salaried employees in the German 
Labor Front were dissolved, and a new centralized pattern of the 
Labor Front was created, including not only the employees but 
also the employers as individual members. The seamen, who had 
hitherto belonged to the Labor Front locals of their German resi- 
dence, were now included, along with the shipowners and the 
managers of the shipping industry, in a “Shipping” branch of the 
Labor Front’s “Foreign Countries” department, and in locals con- 
stituted by their ships. By their membership in this virtually 
coercive organization all seamen, including the majority who were 
not party members, were organizationally linked to the “Germans 
Abroad,” and became dependent upon instructions of the leader 
of the “Foreign Countries” department of the Nazi party. The 
setting up of the new organization filled the second part of the 
year 1934 and all of 1935.” 

This organizational scheme made possible a very close watch 
over the seamen, superior to any possible supervision in the local 
districts, from which they were mostly absent. Also, those seamen 
who were not party members could be subject to more strict con- 
trol. Only when thus continuously controlled and influenced 
were the seamen considered fit to strengthen the outposts of ‘“Ger- 
mandom” in foreign countries. No other than “such a people's 
community in a colony of Germans abroad or on a German ship 
is able to appear to the country which gives it hospitality, or to 
the world, as a unified totality” (einheitliches Ganze).“ 


16 The organ of the Shipping branch of the Labor Front was the monthly, Der 
deutsche Seemann, which was published in about 130,000 copies and distributed 
free of charge to all seamen organized in the Labor Front, and their families, 
and also to Germans living in foreign countries. This periodical dealt with matters 
of interest or importance to seamen, from the point of view of National Socialism 
and the Labor Front. In 1939, at the beginning of the war, Der deutsche Seemann 
was combined with Der Deutsche im Ausland. 

17 Ehrich, op. cit., p. 14. 
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Political Selection and Training 

To achieve the desired purpose it was first necessary to make a 
careful selection of the crews, in order to eliminate those who 
were not considered reliable from the Nazi point of view. In 
May 1934 the Shipping branch of the Labor Front suggested and 
enforced a reexamination of all those who had applied for work 
in the shipping industry. After checking their ‘‘occupational ex- 
perience and personal qualities” the hiring offices of seamen noti- 
fied those of the candidates who were undesirable that they could 
not be considered for this industry.* The early “combing out’ 
of older seamen, and their replacement by new employees, is evi- 
dent in the fact that among 8,811 seamen of the North German 
Lloyd on December 31, 1938, there were 4,759, or 54 percent, 
who had been hired in the last five years.” 

A prerequisite for new members was that they had passed 
through the Nazi organizations from early youth. The marine 
youth units of different organizations (boys from 12 to 18 years) 
were included in the Hitler youth,” where they formed a special 
unit, “Marine Hitler Youth,” numbering 45,000 boys in 1938.7 A 
“Reich Shipping Division” was created by the leader of the Hitler 
youth which was “to include the whole seafaring youth . . . to form 
and instruct the future seamen either in the navy or in the mer- 
chant marine . . . and to collaborate with the other offices occupied 
with shipping problems’” (‘Foreign Countries” department, 
Labor Front, Transportation Ministry and the like). “The sea- 
faring boy shall be conscious at all times, on board and in foreign 
countries, of the great obligation proudly to represent and defend 
the German Reich to the utmost, to the extreme, by a clear 
National Socialist attitude.”” 


18 Hansa, May 12, 1934, p. 731. 

19 Annual Report, in Hansa, June 17, 1939, pp. 1241-44. 

20 Leader’s decree no. 4, of October 17, 1933, concerning marine youth. 

21 Hitler’s Reichstag speech of February 20, 1938, quoted in the yearbook Deutsche 
Seefahrt (Berlin 1938) p. 159. 

22 Roedenbeck, “Die Marine Hitler Jugend—die Nachwuchs Organisation der 
deutschen Seefahrt” in Deutsche Seefahrt (1938) p. 164. 

28 Ibid., p. 160. 
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Such thinking and behavior were instilled during the period 
of training in the above-mentioned schools established for political 
and professional training. The student groups of these schools, 
including those for the future machinists and helmsmen, were 
affiliated with the students’ organization of the “Foreign Coun- 
tries” department, and were expected to work in close connection 
with the party services dealing with Germans abroad, “in order 
to provide a training and selection of leadeis corresponding to the 
political and material needs.” 

It remained to perfect the cooperation with the companies, in 
order that the seamen thus selected and prepared might be assured 
of employment in the appropriate jobs. As happened also in the 
other industries, the companies, in spite of the National Socialist 
composition of their boards, were inclined to hire seamen ac- 
cording to their professional efficiency rather than in considera- 
tion of party membership, political merit and organizational 
skills. Such controversial views were overcome by entrusting re- 
liable party officials with all personnel matters in the companies. 

Through the work of such officers the companies joined more 
intensely the efforts of the Nazi organizations toward the political 
training of seamen. “The training and instruction of our staff,” 
reported Hapag for 1938, “had our special attention. Lectures 
given by members of our staff, as well as by outsiders, were always 
well attended. . . We facilitated the attendance of instruction 
courses of the party by our employees, and inaugurated our own 
instruction courses for employees from ship and shore at our 
recreation home at Sachsenwaldau.”* The high point of the Nazi 
party’s training work for seamen was the yearly “Roll Calls of 
Germandom abroad,” in Stuttgart, at which the seamen partici- 
pated, in conformity with the basic organizational scheme. “Here 
thousands of Germans abroad and seamen adopt the views of the 

new leadership and attitude and take direction and instruction 
from the words of decisive men of the movement.” 


*4 Hapag, Annual Report for 1938, p. 11. 
25 Ehrich, op. cit., p. 30. 
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The Work Community and the Ship-Town 
The seamen thus selected, influenced and trained are on board 
in a double capacity: as “members of a work community”; and as 
“representatives of the National Socialist people’s community.” 

As members of a work community they are “followers” of the 
shipowner, who is the leader, and of the captain, who on board 
is the deputy leader. Although the 1934 Law for the Regulation 
of National Labor* is not applicable to shipping,” several of 
its provisions have been indirectly introduced into that industry 
by the ‘‘special Trustee of Labor in charge of shipping,” appointed 
by the Reich Minister of Labor.* ‘Thus the trustee issued a 
“collective rule” on November 15, 1934, which was altered sev- 
eral times and is, in addition to the ‘‘Order for the Seamen,’’” 
the basis of the relationship between employers and employees in 
the shipping companies. There are no confidential councils in 
these enterprises, as there are in the other industries. Nobody is 
entitled to appeal to the text of the “Order for the Seamen”’ against 
regulations of the “‘collective rule,” since for various of its pro- 
visions the order permits “another regulation by contract.’ 
As a “collective rule” issued by a trustee is not a “contract,” this 
is one of the cases in which a public official in Germany is em- 
powered to issue executive orders contrary to a law. 

As representatives of the National Socialist people’s community, 
however, the seamen have a quite different organization. The 
ship is transformed into a town, politically organized like another 
local of the National Socialist party; its citizens are the crew. 
The seamen, bound by their occupational work to obey the 
captain-leader, are, like him, bound to obey their political leaders 
wherever the National Socialist way of life and political work are 
concerned. 


26 January 20, 1934, Reichsgesetzblatt (1934) 1, p. 45. 


27 Ibid., Article 4, §3. 
28 For the authorization see ibid., Articles 32, 33; Erich Kraske, Handbuch des 


auswidrtigen Dienstes (Halle 1939) pp. 523-26. 
29 June 2, 1902, last modification, July 24, 1930. See also Schiffsbesetzungsordnung, 


Reichsgesetzblatt (1931) u, p. 517; (1934) u, p. 159; (1938) um, p. 194. 
30 Kraske, op. cit., p. 526. 
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By 1937 there were 1,097 party “shipping locals.”** Each local 
is conducted by a “leader of the group on board,” who depends 
directly upon the leader of the “Foreign Countries” department. 
He is assisted by the leaders of the fifteen crew cells, formed along 
the lines of occupational activity and divided into blocks accord- 
ing to the quarters of the crew on board ship. In accordance with 
the high number of cells and blocks, the number of “political 
leaders” and the size of their staffs are relatively much greater in 
a ship-town than elsewhere; control of the seamen and the tasks 
in harbors abroad made this necessary. The leaders have regular 
service hours in a special room, the political office. The political 
leader of the group on board is at the same time the local leader 
of the German Labor Front on the ship.” He is assisted by staff 
members for various branches of his work, such as social policy, 
sports, labor law, training and the like, and in addition to his 
regular work he settles disputes among the crew and between the 
captain and members of the crew. From time to time this local 
leader orders his political subleaders, or even the whole crew, to 
fall in for roll call. The original intention of the Labor Law 
to give exclusive authority to the captain, by exempting shipping 
from its regulations,“ has been frustrated by the common efforts 
of the party and the Labor Front. 

The official in charge of political training provides a regular 
training for the “political leaders” (which means the leaders of 
the cells and the blocks and the officials entrusted with specific 
functions on the staffs of the party and the Labor Front of the 
local). From the leaders of the cells the whole “work community” 
on board receives instructions in the National Socialist way of 
life and politics. It is obvious that in the small area of the ship- 
town no one can fail to participate in such meetings, without 
being noticed. Nobody can become a political leader without 


81 Ehrich, op. cit., p. 11. 

82 Tbid., p. 17. 

88“Aufbau und Tatigkeit der Ortsgruppe Schnelldampfer Bremen” in Jahrbuch 
der Auslandsorganisation (cited above) p. 286. 

84 Hansa, February 17, 1934, p. 265; March 24, 1934, p. 468. 
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having gone through courses in the “School of Leaders for Seamen 
and Germans Abroad” in Altona.* All political leaders are given 
a careful training in sports of defense (Wehrsport), including 
exercises in the use of rifles and guns. 

The ‘Winter Help” is organized on board the ships as a part 
of the work of the National Socialist Welfare Organization in the 
“Foreign Countries” department. A great part of the seamen’s 
contributions is made available for social and cultural tasks in 
foreign countries, such as the establishment of homes for seamen 
and of German houses abroad, and the maintenance and improve- 
ment of these homes so that they may represent “a live center of 
the German people’s community.’ The final success of the 
virtually coercive Winter Help collection among seamen is illus- 
trated by the fact that after the failure of the first year (50,000 
marks in 1933-34) 380,000 marks were raised in 1934-35, a sum 
that increased yearly to 675,000 marks in 1938-39.% 

In the harbors of foreign countries “Strength Through Joy” 
organizations, formed by Germans abroad, work with the crews 
of German ships. The care for German seamen in foreign har- 
bors, as well as for traveling Germans, and such matters as the 
participation of the crews at festivals on land, are in the hands 
of the “Office of Inspection” of the ‘Foreign Countries” depart- 
ment. Under its supervision the groups of Germans abroad 
organize railroad and bus trips for the seamen, in order to acquaint 
them with the interior of the country as well as with the harbor 
towns.” In turn, the leader of the ship local is frequently asked 
for advice by Germans in foreign harbors. ‘He often gets pathetic 
proofs of his visitors’ faithfulness to people and fatherland; young 
and old bring him their gifts—tinfoil, old metals and other ma- 
terials to be forwarded to the respective offices in the home 


harbor.’’*° 

85 Jahrbuch (cited above) p. 9. 
36 Tbid., p. 241. 

87 Ibid., p. 199. 

88 Ibid., p. 238. 

39 Tbid., p. 286. 
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Welfare Activities 

The tasks assigned to the seamen, and the possibility of their 
meeting adverse influences abroad, induced the National Socialist 
organizations to pay particular attention to their living conditions. 
“Capitalistic spirit in the shipping industry is unthinkable and 
incompatible with the requirements of our new doctrine of life,” 
proclaimed one of the most important periodicals of the Labor 
Front.” 

Certainly measures for the welfare of seamen were inaugurated 
long before the National Socialist period; homes for seamen were 
created by the companies, accommodations on the ships were 
improved, pay was raised. The “collective rule” of 1934 merely 
maintained the existing conditions. It was only at the end of 
1935 that the social problems of the seamen were specifically con- 
sidered. Rudolf Hess intervened then to satisfy certain of the 
seamen’s demands,” thus showing that the party took an interest 
in them which exceeded the routine work of the Labor Front. 

At the same time a “foundation for the victims of labor at sea” 
was created, its purpose being to aid invalids and the families of 
dead seamen beyond the legal social support. From 1936 married 
seamen with children obtained additional pay and Christmas gifts. 
The ‘Foreign Countries” department of the Labor Front, in its 
shipping branch, took care of the families of the seamen, promoted 
settlements for seamen and organized the “Reich professional 
contest,” first for the youth and later also for the older seamen. 
The young victors of this contest, who had shown special occu- 
pational capacity, were selected for further professional training 
in one of the schools, with the aid of financial support or scholar- 
ships. Also, the “model enterprise contest’’ was extended to the 
shipping industry. 

The “Beauty of Labor” office of the “Strength Through Joy” 
organization worked for better conditions for sailors on board, 
in order to “make visible the new social spirit beyond the German 





40 Arbeit und Staat, June 15, 1935, p. 1. 
41 Hansa, January 4, 1936, p. 122. 
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boundaries.” In March 1938 the “Beauty of Labor’ office 
founded in Bremerhaven a special “community of labor” in the 
shipping industry, in order to develop among the shipowners a 
cooperative spirit toward the aims of this office. The Hapag 
reported in 1939 that with the cooperation of the “Beauty of 
Labor” office the new ships of the company had received model 
quarters for crews, and that on the older ships, too, everything 
possible had been done to improve accommodations. The Office 
declared that all new ships were outfitted by the companies in 
agreement with “Beauty of Labor.’* The facilities for broad- 
cast listening, and National Socialist libraries for seamen, were 
greatly improved in order to reenforce the effect of propaganda 
among the seamen population. 


Although the details of this powerful machinery were hardly 
known, the trade unions of the democratic countries soon dis- 
trusted the German seamen, knowing at least that their reorganiza- 
tion and political training took place under the auspices of the 
Nazi regime. This distrust applied to every German seaman who 
crossed the seas, including the ever-smaller minority of those who 
had previously been organized in the German trade unions and 
continued to be employed on board ship. The distrust has been 
fully justified. Selection and training, organization and control, 
propaganda and coercion, have made the seamen a highly or- 
ganized, mobile outpost of National Socialism, more rigidly 
supervised—both on board and during their stay in foreign coun- 
tries—than are workers in Germany itself. 


42 Herbert Steinwarz, Die Unterbringung von Mannschaften auf deutschen 
Seeschiffen (Berlin 1936) p. 9. 

43 Jahrbuch (cited above) p. 241. 
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PLAN FOR A POSTWAR WORLD 
CLEARING BANK’ 


BY HUBERT LADENBURG 


Arrer the last war the return to “normalcy” was expected to 
take place more or less automatically. Today the necessity for 
postwar economic planning is widely recognized. The degree of 
planning will vary considerably in different countries, but it is 
safe to predict that it will extend at least to an active monetary 
and fiscal policy designed to make full use of national resources. 
Such internal planning, however, causes repercussions on inter- 
national trade and international payments which are likely to 
provoke some form of retaliation. And thus this type of policy 
has a tendency to shut off the various economic systems from one 
another. 

International division of labor and international exchange of 
goods and services are therefore likely to be hampered in the post- 
war period unless international commercial and monetary rela- 
tions are revised to serve the changed conditions characterizing 
economies of full production and maximum income. Proposals 
on various aspects of this problem have been made, such as inter- 
national public works, long-term contracts for basic commodities, 
commodity stabilization agreements. The present plan is meant 
to supplement these proposals in the monetary field, which is 
believed to be of primary importance.’ It is presented on the 
assumption that the United Nations will emerge victorious from 
the present war and will endeavor to lead world reconstruction in 
a spirit of international cooperation. 


* This article has been prepared in connection with the Peace Research Project 


of the Graduate Faculty. 
* See Albert Halasi, “International Monetary Cooperation,” in Social Research, vol. 


9 (May 1942) pp. 183-203, where general aspects of this subject are discussed and 
elaborated. 
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Background and General Nature of the Plan 


The Bank for International Settlements, the League of Nations’ 
loans, the tripartite stabilization agreement—all conceived along 
orthodox lines—at least demonstrated the necessity for interna- 
tional monetary cooperation. During the confused money and 
exchange situation of the great depression, however, an entirely 
new device—exchange clearing—came into existence. It sprang 
not from any preconceived theory but from the sheer necessity of 
exchanging goods. The first clearing agreement, that between 
Switzerland and Hungary (1931), was naturally a crude and in- 
complete instrument. Nevertheless, as early as 1932 the London 
Chamber of Commerce issued a report on monetary policy advo- 
cating this system.* Germany was quick to take over exchange 
clearing, and improved some of the technical details. But Nazi 
Germany has now perverted the idea; the centralization of clear- 
ings of some fourteen subjugated countries in Berlin is just an- 
other method of shameless exploitation and domination by Ger- 
many’s “new order.”” This does not mean, however, that improv- 
ed methods of exchange clearing cannot be used to achieve the 
vastly different purpose of reviving and rationalizing internation- 
al trade. 

Under the present plan all international transactions would be 
made in a new monetary unit and would be effected by crediting 
and debiting the participating countries in the books of the world 
clearing bank. The clearing office of each participating country 
or region would assume responsibility for the balances and would 
settle with its nationals in its own national currency. The inter- 
national balances would be payable to and receivable from the 
bank itself, thus eliminating all direct creditor-debtor relation- 
ships between the participants. Consequently any country could 
import from or export to any other participating country, with- 
out limit, as long as the balance of inflow and outflow of goods 
and services in relationship to all the other participants were 
maintained. This is the important difference between this plan 

* London Chamber of Commerce, Report on Monetary Policy (June 15, 1932). 
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and other multilateral systems now in effect, in which the bal- 
ances arising between two countries are not automatically avail- 
able for settlement among all participants. 

By up-to-date accounting and auditing methods, and the use of 
the most modern business machines, a summary of all transac- 
tions and the resulting balances could be arrived at and made 
public daily; all statistical data could be made public almost im- 
mediately. The benefits of such information are obvious. 

An annual budget of international transfers of goods and 
services, classified in accordance with their economic character, 
might be computed by every participant, preferably in coopera- 
tion with the world clearing bank. ‘This budget would serve as 
a guide and yardstick for the actual transactions. Without being 
commitments, these estimates would tend to be of great value 
with regard to stabilization of production and prices. 

This system could be put into effect by a limited number of 
countries, especially if their economies supplemented one an- 
other. Naturally dealings with the outside would create additional 
problems, and the full benefits of the system would accrue only 
on a worldwide basis. No country willing to join should be ex- 
cluded. It is to be expected that most countries would wish to 
join, once the practicability of the system were demonstrated, 
provided, of course, that the political atmosphere were favorable. 
In the following discussion it is assumed that all important coun- 
tries would participate. Provisions would be made for the 
equality of all participants in accordance with their economic 
potentialities, for a change in presidency, and for independence 
of the scientific staff from outside control and influence. 

It is envisaged that the number of independent currency units 
will be decreased after this war. This would tend to make the 
individual participants economically stronger, and would cut 
down the technical difficulties. 

Naturally, there would be discrepancies, both seasonal and 
structural, between the inflow and outflow of goods of individual 
participants. The present plan therefore differentiates goods and 
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services, according to their economic character, as suitable for 
“current” or “future” clearing, and makes provision for debt 
limits and their mutual guarantee by all participants, for possible 
reorganization of participants’ economic systems, under the 
auspices of the clearing bank, and for a regulation of exchange 
rates and other means of balancing international accounts. It 
uses the device of “future” clearings in order to transform multi- 
lateral exchange clearings into a system of international credit aid 
on economic principles. 


“Current” and “Future” Clearing 


One of the fundamental ideas of this plan is the establishment 
of a system of clearings designed to facilitate the flow of goods 
and services in accordance with their economic character. Thus 
it is proposed to establish a system of “current” and “future” 
clearings: in the former account an import (debit entry) would 
be offset within a year (or other period chosen) by an export 
(credit entry) of equal value, while in the “future” account the 
balancing transaction would be called for only in later periods. 
For statistical purposes all shipments should of course be recorded 
in the year in which they are made, thus making it possible to 
reconcile total shipments and total clearings. The items falling 
due on “future” clearing accounts would be transferred to “‘cur- 
rent” accounts and thus amortized, as will be discussed presently. 

All items not suitable for “future” clearing would have to be 
included under “current” clearing. Only transactions fulfilling 
the following two conditions should be acceptable for “future” 
clearing: first, they should be conducive to increasing produc- 
tivity, thus enabling the recipient to repay; second, they should 
provide a certain amount of credit security. A further considera- 
tion might be the effect on the business cycle of including or ex- 
cluding certain items. 

We may now consider how the system of “current” and 
“future” clearings, as outlined above, would affect the various 
items entering the international balance of payments. 
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1. Merchandise. In the first place, all perishable and semi- 
durable consumer goods should be treated as “current” clearings. 
Raw materials and semi-finished goods that enter into manufac- 
ture of this type of consumer goods should be treated in the same 
way (exceptions to this rule during the reconstruction period 
will be mentioned later). To facilitate matters it may be as- 
sumed that all goods fall under “current” clearing unless proof 
to the contrary is given. Some difficulties might arise with goods 
intended for re-export and with raw materials and semi-finished 
goods that might be needed for various ultimate uses, but these 
difficulties should not prove insurmountable. 

Durable consumer goods constitute a borderline case, having 
some similarity with investment goods; notably they provide a 
certain basis of credit security. But they only indirectly increase 
the productivity of a country, and therefore they are not as a 
rule suitable for international financing. During the downswing 
of the business cycle it might be useful to make an exception to 
this rule. 

Materials for residential housing and public construction con- 
stitute another borderline case. At present, however, they do not 
play a great part in the international exchange of goods, although 
prefabricated houses may change this later. 

The most suitable items for “future’’ clearings are naturally 
capital goods, and raw material and semi-finished goods entering 
into the manufacture of capital goods. The test should be pro- 
ductivity, regardless of whether they are imported by private 
entrepreneurs or government agencies, though this concept is 
open to various interpretations. There seems no doubt that ore 
extraction equipment is productive, but the industry using this 
machine might be, although privately owned, heavily subsidized; 
in that case the importation of the machinery would not be pro- 
ductive, at least from the international point of view. On the 
other hand, a ski tow, run by a park commission, will at first 
glance be classified as only indirectly productive; but its installa- 
tion might be highly profitable and might attract foreign tourists 
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and thus contribute to a balance of international payments. 
Careful analysis should be made, but the regulations should not 
be too complicated. 

Some rules can be outlined. First, the extension of credits 
should not exceed the expected lifetime of the respective items; 
for this, schedules should be established by the world clearing 
bank, a task that should not prove difficult as the depreciation 
rates allowed by various income tax authorities provide sufficient 
precedent. Second, as a measure of credit security, a minimum 
percentage for down payments would have to be established by 
the clearing bank, with the national offices having the right to 
insist on a higher percentage; a variation of these requirements 
could constitute a factor of economic control, as will be discussed 
later. Within these limitations importers and exporters should 
be allowed to bargain freely. 

The internal financing of ‘future’ clearing exports might be 
organized by creating a new type of high-grade security or long- 
term commercial paper, known perhaps as an export clearing bill, 
which would represent the claim of the exporter against the na- 
tional branch of the world clearing bank. Either private bankers 
or a national bank could discount this paper; it might conceivably 
be introduced on the various stock exchanges. 

The rate of discount applied to arrive at the present value of 
the export clearing bill would be of decisive importance in stimu- 
lating or retarding industrial activities. The control of this rate 
would be one of the most useful instruments of business cycle 
policy, but it would have to be executed with a close view to other 
relevant factors. International cooperation should be exercised 
in this regard. Since a too liberal extension of credit might lead 
to undesired overexpansion, additional controls should be pro- 
vided in the form of “debt limits,” as discussed below. 

In the importing countries some provision for financing “fu- 
ture’ clearings would have to be made. The national office would 
naturally be responsible, regardless of internal collections, for all 
items payable to the clearing bank. But the national office would 
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have to be protected, and it is therefore suggested that an inde- 
pendent national institution should be formed which would 
assume a guarantee. This institution could be financed by a small 
premium on all imports (operating in a fashion somewhat similar 
to the Federal Deposit Insurance system), and could acquire 
chattel mortgages on the items financed. 

2. Freight and shipping and miscellaneous services would all 
fall under “current” clearings. Legitimate service items would not 
provide any fundamental difficulty. The system should not be 
used to restrict their free exchange. 

3. Tourist expenses would of course be included under “cur- 
rent” clearing. Traveling should be encouraged and no restric- 
tion made other than to prevent capital flight. Difficulties are 
not anticipated, as only persons from prosperous countries travel 
so much that an “unfavorable balance” is run up on this account. 
In the past Americans have spent considerably more in traveling 
abroad than foreigners have spent on travel in the United States. 
It is hoped that this will continue, in order that “favorable bal- 
ances,” likely to be accumulated by the United States on other 
accounts, would be at least partially offset. 

4. Emigrant remittances and charitable, educational and other 
contributions, which would fall under “current” clearings, could 
be handled without strain, as they naturally flow from richer 
countries, principally the United States, to comparatively poorer 
countries. These transfers, too, would help to decrease the ex- 
cessive credit balance that the United States would be likely to 
accumulate. They are really subsidies paid by an area of high 
productivity to areas of lower productivity. 

5. Interest and dividends. To a considerable extent prewar 
international indebtedness will probably be repudiated, canceled 
or uncollectable. The same will apply to prewar direct invest- 
ments. It will be necessary for the countries involved to come to 
an agreement as to how the remaining obligations should be 
treated, and how much interest payment and capital repayment 
should be transferred each year. These negotiations will be very 
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difficult, but they should not obstruct the development of com- 
mercial relations as they did in the period following the first 
world war. It will of course be much easier to transfer interest and 
other amortization payments when a large volume of merchan- 
dise and services is exchanged. An important task will be that of 
reconciling the position of the United States as major creditor 
with her tendency to develop a merchandise export surplus. Great 
Britain, who before the war had an import surplus, will have lost 
most of her overseas investments. This will constitute a major 
problem. The discussion of postwar interest and dividends will 
be undertaken presently, as part of long-term capital movements. 

6. Gold and silver movements would be meaningless under this 
system. These metals would be used only for industrial purposes 
and would be recorded under merchandise. 

7. Short-term capital movements. Speculative capital transfers 
and capital flight would be not only impossible but unnecessary 
and meaningless. Capital transfers in connection with migrations 
would have to be regulated, possibly on a large scale in connection 
with the reorganization of a participant’s economy. 

8. Long-term capital movements. International credits would 
be granted only when the exporting participant had sufficient 
capacity to produce goods suitable for “future” clearing, and when 
the importing participant could use these goods to increase his 
productive capacity. By means of a “future” clearing entry the 
exporting participant would automatically undertake to accept 
imports as repayment. Once this new type of credit were granted 
it could not be withdrawn; it would be gradually amortized, and 
could not be repudiated without punishment. A sound structure 
of international financial relations would thus be created. The 
money and credit flow could never become separated from the 
flow of goods and services, short-term loans could never be in- 
vested in long-term assets, the international credit structure could 
never again become so topheavy that one bank failure could cause 
its collapse and a worldwide crisis. 

As international credits would be restricted to financing the 
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import of capital, which is their essential function, internal capital 
development could be undertaken or stimulated by fiscal, mone- 
tary and other suitable policies. 

It would still be possible to invest capital where its real pro- 
ductivity is highest, for entrepreneurs in countries with better 
investment opportunities could afford to pay higher prices for 
capital goods on the international markets. This price differ- 
ential would replace the interest differential in attracting capital; 
since active monetary policy makes interest rates artificial, they 
cease to express the real productivity of capital. By the device 
of the “exchange clearing bill,” mentioned above, the presumably 
better organized and better controlled capital market of the 
“future” clearing exporter could assume the burden of interna- 
tional financing with a minimum of risk. 

The leading industrial countries used to invest their excess 
balances arising from international payments in undeveloped 
countries. These investments were encouraged and protected by 
the various governments, for they were expected to produce raw 
materials or markets. This resulted in rivalry and friction and 
was a contributing factor to wars. In the scheme outlined here 
all balances would be payable to the world clearing bank. If a 
participant were unable to fulfil his obligations the rational pro- 
cess of reorganization would be applied, as discussed below. it 
would not be necessary for any one country to protect its rights, 
and it would not be possible for any one country to obtain ad- 
vantages on account of its creditor, gold or exchange situation. 
The importing participant could bargain freely with all producers 
of the goods he needed, and in turn could sell his products on a 
world market. 

Up to now there has been little planned amortization of inter- 
national credits, especially in the sense of assuring sufficient 
foreign exchange. The indebtedness of the undeveloped coun- 
tries has tended to accumulate and has frequently become so 
burdensome that it has been impossible to transfer even interest 
payments. Their terms of trade have thus deteriorated, and finan- 
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cial and more often than not political crises have resulted. Some 
painful process has been necessary to restore a temporary equi- 
librium. In the present scheme the amortization of international 
credits is recognized as a major task, and the necessary provisions 
are made for balancing international accounts. It is recognized, 
too, that an international creditor-debtor relationship cannot be 
perpetuated, that such a relationship is bound to lead to friction 
when its economic usefulness has ceased. The restoration of more 
favorable terms of trade to the undeveloped countries initiated 
by the present scheme would increase their purchasing power, 
with the result that the benefits of the industrial revolution would 
become more evenly distributed. 

Thus the “future” clearing system of the world clearing bank, 
by facilitating expansive investments free from economic exploi- 
tation and imperialism, has enormous possibilities for the unde- 
veloped as well as for the highly developed countries. The clearing 
bank would become the economic expression of a changed political 
situation, in which nations like China and India would enjoy 
freedom and equality. 

But the replacement of free capital movements by the system 
of ‘future’ clearings should not impede the free movement of 
managerial, engineering and organizational skill. The knowledge 
and experience that create a going concern out of a conglomera- 
tion of buildings and machinery should be put to the most uni- 
versal use, and therefore the establishment of companies by 
nationals of one participant in the territory of another participant 
should be facilitated. At the same time a certain control would 
have to be exercised, in order to rule out the undesired tendencies 


described above. 


Debt Limits and Guarantee 


Debt limits would have to be based on sound economic con- 
siderations, and like other provisions of this scheme they would 
have to be flexible. Due allowance should be made for the cor- 
rection of mistakes committed when they are first established. 
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The debt limits for the “current” clearing accounts would have 
to conform to the seasonal discrepancies between imports and 
exports, and be liberal enough not to interfere with the normal 
flow of trade. In the most favorable season of the year the “cur- 
rent” clearing account of each participant ought to balance, 
though in exceptional cases the world clearing bank might allow 
an overdraft on a “current” account. This might be necessary 
during the reconstruction period; or accidental events like crop 
failures might make it impossible for one of the participants to 
achieve a balance. More serious would be the effect of a struc- 
tural deterioration of a participant’s economy. For instance, some 
synthetic product might replace a natural product which was the 
chief export article of a participant, thus producing a strain on 
the “current” account. An overdraft would not, however, be the 
remedy; more drastic measures would be needed, as will be dis- 
cussed in the following section. 

The debt limits for the “future” clearing accounts would have 
to be based upon past participation in world trade, and upon the 
economic potentialities of each participant, with allowance for 
possible structural changes in the economies. Because of the im- 
portance of “future” clearings in this scheme, variation in the 
“future” clearing debt limits would be a significant function of 
economic policy. An increase might be a useful device in further- 
ing a policy of sound trade improvement, and a decrease might 
be used to call a halt on too rapid expansion. 

When an item entered on the “future” clearing account fell 
due it would be transferred to the “current” clearing account, 
and the debt limit for the “current” account would be applied 
also to items thus transferred. If the account of a participant 
approached his debt limit, as a result of this merger of accounts, 
he would have to take the necessary steps to improve his posi- 
tion. Thus the debit balance on “future” accounts would be 
amortized. 


In every clearing house confidence in the ability of each mem- 
ber to meet his obligations is absolutely essential. For this scheme 
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a fund of the necessary magnitude could not be assembled, either 
in the form of merchandise or in the form of securities. No pur- 
pose would be served in reviving gold. Any fund would tend to 
overhang the market and might have undesirable effects. Besides, 
the weaker members, especially those weakened by the present 
war, could not contribute sufficiently. One and possibly the only 
way of generating confidence would be a full and unconditional 
guarantee by all participants for the debts incurred within the 
limits. This mutual guarantee, which is really implied in the 
whole structure of the plan, would have far-reaching effects on 
world trade and world prosperity. The losses that would un- 
doubtedly be suffered by the more prosperous participants, 
through overestimating the economic possibilities of weaker 
members, would be insignificant in comparison with the gains 
achieved by the plan, especially since every country would do its 
utmost to achieve a balance. A case in point is the Amtorg. 
Well aware that repudiation of only one item might undermine 
its reputation, the Amtorg has always lived up to its obligations. 
In the beginning bills accepted by the Amtorg were discounted 
at the rate of 40 percent a year, or more; before the present war 
the rate had come down to a fraction of that percentage. 

Not only would the guarantee make for a larger volume of 
foreign commerce, but it would eliminate such expenses as 
premiums on credit insurance and losses resulting from foreign 
collections, bond failures and exchange depreciation and control. 
It would cause a loss only in cases of outright repudiation, or 
reorganization of a participant’s economy. The former is ex- 
pected to occur, if at all, only in exceptional cases; in the event 
of the latter, losses would be only partial. 


Reorganization 


If a participant transgressed his debt limits he could merge 
all his accounts with those of another participant or make ar- 
rangements with another participant under which the latter 
would assume all or part of the debit balance by simple transfer 
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on the books. Such arrangements should be made public in every 
detail, and approved by the world clearing bank. Also, he could 
choose to reorganize his economy with the assistance of the clear- 
ing bank, or he could ask the bank to increase his debt limits, 
Such a request would necessarily be supported by detailed data. 
A decision would be made by the clearing bank after careful 
analysis of the economic situation. If the request were not 
granted the participant could introduce various measures to 
achieve a balance, but he could not depreciate or repudiate his 
obligations entered in the books of the world clearing bank with- 
out being expelled from all the benefits of the system, which 
would mean automatic severance of all trade relations. 

The scaling down of the balances of a participant would be 
allowed only if it were found necessary in the course of reorganiza- 
tion. In that situation the clearing bank would determine what 
percentage the participant could reasonably be expected to pay 
and the remainder would be charged to “‘separate accounts” of 
all other participants, in proportion to their existing credit bal- 
ances or in some similar manner. Thus the guarantee would be 
fulfilled and the smooth functioning of the system assured. 

The world clearing bank would assist in working out a plan to 
rejuvenate and balance the economy of the participant. Special 
credits to finance the necessary imports of investment goods might 
be granted. A new debt limit for the reorganized participant 
would have to be established. An adjustment of the exchange rate 
of the local currency to the world monetary unit would be con- 
sidered and might be a factor in achieving a balance. 

The economic measures found necessary by the world clearing 
bank in such a reorganization might be drastic if the natural re- 
sources of the country and the particular skills of the population 
were not sufficient to achieve a decent standard of living. Rather 
than investing more capital in a hopeless situation or com- 
promising with a permanently inadequate standard of living, it 
might be advisable to provide for an orderly emigration of part 
of the population. Participants with high credit balances, indi- 
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cating high productivity, might be asked to consider the admit- 
tance of these emigrants; special arrangements would have to be 
worked out to allow for a transfer of their private property. It 
is fully recognized that non-economic considerations would be 
of great importance in connection with such a policy. 


Equilibrium 
Our system could be said to function ideally when all participants 
balance their “current” accounts, including the items transferred 
upon maturity from the “future” accounts. This equilibrium 
would be affected by the following factors: rate of exchange; 
tariffs, trade quotas and the like; relative price level; real income. 

As for the first of these factors, the rate of exchange, there would 
be considerable difficulty, because of the disruption of interna- 
tional trade and the different development of price and cost levels, 
in establishing the proper starting point after the cessation of 
hostilities, when this plan should be inaugurated. A permanent 
ratio would have to be established through the process of trial and 
error. But the difficulties during this initial period would not be 
greater than under any other system. On the contrary, it would 
be easier to arrive at the proper ratios, as movements of gold and 
capital would not obscure the picture. 

Two types of adjustments of exchange rates may be distin- 
guished under this plan: one that would not affect the total 
amount of the new monetary unit owed on “current” or “future” 
accounts; and one that would affect this total. The first type 
would leave international creditor-debtor relations untouched, 
and might be left to some extent to the jurisdiction of the par- 
ticipants. The second type would be permissible only in the 
course of a reorganization by the world clearing bank. 

It is suggested that once a transaction is entered, any subsequent 
adjustment in exchange rates should not affect the individual 
traders, whether the transaction be for “current” or for “future” 


clearing. Thus the credit risk in the normal course of interna- 


tional trade would be eliminated. In the first type of adjustment 
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the national branch of the world clearing bank would bear the 
loss; in the second type the guarantee would come into effect and 
the loss would be assumed by all participants. The losses suffered 
would have to be made good either by taxation (a variety of taxes 
would be possible, with different effects on business activity), or 
by internal borrowing, which would mean spreading the loss over 
a period of years. The latter course would tend to have inflation- 
ary effects, whereas taxes would have deflationary tendencies. In 
other words, the methods used to make up for a devaluation loss 
could be used also as tools to influence the business cycle. 

Every participant would be fully aware that a lowering of the 
rate of exchange would not only give him better export oppor- 
tunities but also make it necessary for him to export more articles 
in order to achieve the same amount of credit in the new monetary 
unit. 

Tariffs and quotas are the second of the factors that would 
affect equilibrium. An accumulation of excess credits by a par- 
ticipant would make it advisable for him to lower tariffs and in- 
crease quotas. A provision should be made by which excessive 
credits on “‘current” account would be gradually canceled, if the 
creditor did not undertake this step. The cancelation should 
take the form of debiting the account of the excessive creditor and 
crediting the other participants in a certain predetermined ratio. 

The third factor that would affect equilibrium is the relative 
price level. It is obvious that an inflationary price rise would 
tend to make exports too expensive and imports comparatively 
cheap. If an offsetting currency depreciation were not allowed to 
occur, a strong temptation for inflation would be removed. Under 
the proposed system the achievement of a balance on the “cur- 
rent” account would be the only object of deflationary measures, 
as excess credits could be used only for more imports. Accumula- 
tion of gold or investments in foreign countries would be ruled 
out, and with them the temptation to indulge in deflationary price 
cutting and valuta dumping. In the past every country was forced 
to protect itself against others that indulged in these practices, 
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thus making for a cumulative tendency toward price decrease and 
deflation. 

The final equilibrium factor is real income. (Actually this 
would change in conjunction with a change in price level, but 
here the connection is disregarded.) A change in real income 
might have various causes, with equal variation in the effects on 
foreign trade and consequently in the countermeasures that might 
be applied. Four main reasons for a change in real income may 
be distinguished. 

First, it might be due to cyclical factors. A boom period, with 
its heavier investment activities, might put a strain on the “future” 
clearing accounts; this might be ameliorated by raising the debt 
limits. And a depression might induce some manufacturers to 
concentrate on exports; imports would certainly be curtailed. 
The proposed system would make it possible to pursue a “business 
cycle policy,” independent of exchange fluctuations, and thus 
would tend to eliminate some of the causes of disturbance of the 
equilibrium. 

Second, a change in real income might be accidental; for in- 
stance, crop failure might necessitate imports or, if the crop were 
exportable, might decrease exports. This could be remedied by 
an overdraft on the “current” account, the repayments to be 
spread over a number of years. 

Third, government policy might cause a change in real income. 
If additional investments were planned, for instance in connec- 
tion with public works, arrangements could be made to extend 
the “future” debt limits. 

Finally, real income might change for structural reasons; for 
instance, exhaustion of raw materials or decreased salability due 
to invention of synthetic products would have an adverse effect on 
the balance of payments, especially if the product affected were 
important to international trade. In this case the only remedy 
might be reorganization, in the course of which the balances due 
to the world clearing bank might have to be scaled down and a 


new exchange rate established. 
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In short, the proposed system would eliminate a number of 


causes of unbalanced international accounts (deflationary prac- 
tices and valuta dumping, accumulation of gold, of foreign bal- 
ances and of unproductive foreign debts). For other causes con- 
structive countermeasures are proposed (scaling down of excessive 
tariffs, increase of “future” debt limits, overdraft on “current” 
accounts, reorganization of economies). Exchange adjustments 
remain as a further remedy, but they should be applied in a 
rational and controlled manner, mostly in connection with other 
measures (for instance, as a step in the reorganization procedure). 


Inauguration and First Period of Operation 
The kind of peace we write will depend on the attitude and plans 
we develop during the war. In the Angio-Saxon countries war 
hysteria has not yet obscured clear vision, and a realistic approach 
to many problems prevails. The lend-lease program has taken 
the place of the fantastic piling up of interallied war debts. Eco- 
nomic mobilization is carried out with a view to utilizing the 
mobilized resources to prevent a postwar slump. The United 
States is said to sponsor a tremendous war production plan featur- 
ing “international exchange currency which would circulate freely 
not only in the Western Hemisphere, but among ali Allied 


4 


nations.”* Vice-President Wallace advocates “long-term business 
purchases of raw materials, many of which have to be sold on 
credit for reconstruction within the devastated nations.’ All this 
gives the scheme proposed here a background of reality. 

The peace conference will provide a unique opportunity to 
establish this scheme on a worldwide basis—unique for several 
reasons. In the first place, “normal” international trade will be 
virtually at a standstill, and the existing exchange of goods will 
be by government agreement (lend-lease and food shipments), 
or at least under government direction and control. Second, an 


efficient organization for, and public acceptance of, government 


* Washington, D. C., Times-Herald, January 22, 1942. 
5 Atlantic Monthly (January 1942). 
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control and financing will have been established, and will be 
available for constructive purposes: in matters of war finance the 
Reconstruction Finance Corporation and the Export-Import bank 
have replaced J. P. Morgan and other private syndicates, and it 
will be accepted that government institutions will be active also 
in the financing of reconstruction. Third, prewar international 
indebtedness will, to a considerable extent, be repatriated, can- 
celed or uncollectable; it will be essential to include the remainder 
of these obligations in the general settlement. Fourth, the prob- 
lems of war indebtedness, arising principally from United States 
lending and leasing and from feeding the starving people of 
Europe, as well as the problems of new postwar indebtedness, 
resulting from reconstruction and possibly reparation payments, 
will have to be faced; as we know from the bitter experience of 
the last peace conference, these questions have to be soived not 
from political but from economic considerations. And finally, the 
surveys that are being made of the economic conditions and po- 
tentialities of all nations, as part of the war effort, will be available 
for the peace effort. The naturally gradual transition from a war 
economy, with total exchange and trade control, to an economy 
of peace and reconstruction would be facilitated by this plan. 
Restrictions would naturally be lifted earlier and more completely 
by countries with export surpluses than by countries laboring 
under heavy burdens. It would be a task for the world clearing 
bank to adjust the difficulties arising therefrom, and to assist in 
the task of coordinating the measures. undertaken by the various 
countries. 

In the immediate postwar period food shipments, now mostly 
directed to Great Britain, will be extended to all liberated coun- 
tries. Other commodities like oil and cotton, vital to starting the 
economic process but not eligible for “future” clearings, will also 
have to be supplied. The facilities of the world clearing bank 
would easily lend themselves to keeping track of such shipments 
by charging the receiving countries on special accounts. For those 
goods that are eligible for “future” clearings it might be necessary 
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to liberalize the provisions requiring a minimum down payment 
and repayment during the lifetime of the goods. 

It could be left to later decision whether repayment should be 
demanded for all items, what rate of interest, if any, should be 
charged, and what other terms should be applied. In these matters 
the provisions of the lend-lease act form a precedent. Repayments 
could be effected with a minimum of strain by transfer from the 
special accounts to the regular clearing accounts over a long 
period of years. Thus interference with the normal development 
of trade would be kept ata minimum. It has to be kept in mind 
that repayments could be made only by an excess of exports of 
goods and services, including accommodation of travelers. It will 
take time for the productive capacity of the devastated countries 
to be restored, and for international wanderlust to develop again. 

It might be mentioned here that the announcement of the in- 
clusion of Germany in such a scheme, in case she revolts against 
the Hitler regime, would be a powerful weapon of psychological 
warfare. The continuance of the blockade after the Armistice 
in 1918 had only the effect of strengthening the German nation- 
alists. 

As a consequence of the first world war reparation debate it is 
now fully recognized that a country can pay reparations on a large 
scale only by achieving export surpluses. (Cessions of territory 
can be disregarded here, as not belonging directly to the economic 
sphere.) How can an export surplus be achieved by a country 
which has lost a tremendous war? Obviously, it must be given 
time to rebuild its productive capacity, and must be allowed to 
draw on the world markets for needed materials and to export 
freely; investment in export industries must be high, while con- 
sumption, in other words, the standard of living, must be kept low. 
Under these conditions an export surplus might be achieved. But 
this export surplus means that the political debtor has been ab- 
sorbing more than his share of the world markets: he will be ex- 
porting more and importing less than the natural conditions war- 
rant. This is likely to be more harmful than beneficial to the poli- 
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tical creditor, especially if the latter has not achieved full employ- 
ment of his resources. Thus reparation payments, if not handled 
with insight into the economic relations involved, are likely to 
upset the whole international balance. 

These considerations are equally cogent under the world clear- 
ing bank system. But under this system it would not be possible 
to cover the problems with the veil of international finance. The 
status of international balances and accounts would be open to 
everybody, and therefore conclusions regarding the possibility or 
advisability of reparations could be drawn more easily and demon- 
strated more fully to the public. 


In Conclusion 


Double-entry bookkeeping, first used extensively in Italy during 
the fourteenth and fifteenth centuries, was an essential pre- 
requisite to the establishment of the firms and corporations that 
have dominated the economic development of our culture. But 
the idea of corporal money, left over from the Roman culture, 
and the primitive adoration of gold, clothed in scientific theories, 
have impeded the full development of abstract, dynamic money. 
The concept of the sovereignty of national states has impeded the 
development from small political and economic units to larger 
units. Technical development, unimpeded by preconceived ideas, 
has made our economic and political arrangements obsolete. 
Our civilization and our very existence are bound to end in 
disaster if we do not achieve a proper balance. This means the 
introduction of a dynamic, abstract money and credit system 
designed to bring national and international production and dis- 
tribution into step with our technical achievements and poten- 
tialities; and it means the delegation of some of the economic and 
political functions of our national states to regional and inter- 


national bodies. 


(Washington, D. C.) 














DE GAULLE 


BARRES, PHILIPPE. Charles de Gaulle. New York: Brentano. 1941. 
316 pp. $1.50. 


\ GREAT many books have been written about the collapse of France 
but very few about the France that didn’t collapse, that remained true 
and faithful to herself and to the cause of freedom. Of those few this 
brilliant work of Philippe Barrés is certainly the best. 

The story told by Barrés is a sad, even a tragic one. It is the story 
of an outstanding military genius who was thwarted by a gerontocracy 
of fossilized brass-hats, who saw his ideas discarded by his own army 
and his own country but eagerly studied and applied by the foe; the 
story of a great potential leader whose clear mind, strong will and 
unswerving faith could have helped — and perhaps saved — France in 
the days of her ordeal, but who remained unknown to his countrymen 
and whose action was trammeled by an abject coalition of over-age 
generals, reactionary defeatists and outright traitors. 

De Gaulle was born in 1890, the son of a professor of philosophy 
in the famous college of St. Stanislaus in Paris. From his father the 
young man received a strong inclination toward philosophy and his- 
tory. Even now, says Barrés, the General, in his rare moments of 
freedom, is wont to read Hegel and Nietzsche, and still more fre- 
quently, Montaigne and Pascal —somewhat unusual reading for a 
general. But it is perhaps largely to his unusual reading, to his thor- 
ough philosophical and historical training, that Charles de Gaulle 
owes his freedom from the narrow patterns of obsolete professional 
thinking. 

Everybody knows today that General de Gaulle, or at that time 
Captain de Gaulle, professor of history at the Ecole de Guerre, was 
the first man to understand the revolutionary influence of the in- 
dustrial progress of the twentieth century on the technique of war- 
fare, the first to grasp the immense striking power of the weapons that 
made their appearance during the first world war—the tank and 
the plane employed as a team — and, with a truly prophetic insight 
in visualizing the shape of things to come, to develop the strategic 
and tactical principles of the motorized war of our times. 

In a small book which appeared in 1934 and embodied the sub- 
stance of his lectures at the Ecole de Guerre (now available to the 
American public under the title, The Army of the Future, published 
by Lippincott in Philadelphia, 1941) Captain de Gaulle wrote: “Help- 
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ful friend at all times, at present the machine controls our destiny 
. . governs the life of our contemporaries in all its departments. . . 
Mechanization has directed the activity of mankind in new channels, 
and military methods have also received the same impress. The 
results which a century ago many soldiers, acting in concert, achieved 
with difficulty, are now speedily accomplished by a few perfected 
machines. A battalion of the army of Napoleon fired two thousand 
bullets a minute. That is now the work of three machine guns, and 
their range is three times longer. . . A single airplane in an hour 
can pick out more of the enemy than all the cavalry of Murat was 
able to do in a whole day. And while twenty dispatch riders were 
not enough to lead Grouchy to Waterloo, nowadays the movements 
of armies and fleets are instantaneously directed by wireless.” 

And today the army itself is quite different from what it was. 
“Formerly, armies were bodies of men linked one with another, 
organized so as to assure the best possible coordination of muscle 
and heart; today they are machines acting in conjunction, and crews 
formed to serve them. . . In former times . . a few weapons, vessels 
and vehicles; now an immense number of objects. . . Now the in- 
fantry needs fifteen different weapons, the artillery sixty-eight models, 
and the engineers sixteen categories of units. The balloon, the air- 
plane, gas, tanks have taken their place in this system. The least 
action cannot take place without range-finders, photographs, plans 
and compasses. There can be no satisfactory liaison without a net- 
work of wires, of light beams and wireless communications.” 

In the opinion of Captain de Gaulle the evergrowing mechanization 
of the army does not eliminate the role of the human factor. Quite 
the contrary, it immensely increases its importance, the importance of 
skill and training in individual as well as in team work: “The machine 
gun can, in a few seconds, cast a hail of bullets in a narrow area; its 
efficiency is, therefore, either terrible or negligible according to the 
way it has been aimed. From his airplane the observer can see clearly 
the action in all its details; but if he makes a mistake, what conse- 
quences will ensue! A miraculous set of orders will make a submarine 
submerge, but a control turned at the wrong moment will send the 
vessel to the bottom. Finally, the interdependence of the machines 
has now become so great that it is impossible usefully to employ any 
. The army, down to 


one except in conjunction with the others. 
the most insignificant of its members, is subject to the law of progress, 
in virtue of which every accomplishment which increases the power 
of men at the same time increases their labor” ‘Barrés, pp. 45 ff.) . 
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But even more than on the increased complication and striking 
power of the modern army Captain de Gaulle insisted on its re- 
gained, or better, gained mobility. The invention of the internal 
combustion engine, with its tremendous power packed in a small 
space, and the subsequent invention of caterpillar treads, freed the 
modern army from servitude to weight as well as from servitude 
to roads. “The army of the future,” wrote Captain de Gaulle, “will 
move entirely on caterpillar wheels. Every element of troops and 
services will make its way across mountains and valleys on appro- 
priate vehicles. Not a man, not a gun, not a shell, not a piece of ( 
bread will be transported in any other way. A large formation, strik- | 
ing camp at daybreak, will be a hundred miles away by night. It 
will need no more than one hour to come from a distance of ten 
miles, and across any country, and take up its battle position against | 
the enemy, or to disappear, in breaking out of range of fire and field 7 
glasses.” And in this army the old and slow queen of the battle, the 
infantry, will be replaced and superseded by its new king, the swift, 
powerful and heavily armored battle chariot, the tank. 

The army of the future, he declared, will be a tank army; its unit 
will be the armored division; its tactics will be based on surprise and 
speed; its strategy will be essentially the strategy of offensive warfare. 
From these premises, and through a deep and brilliant analysis of 
the international situation and the permanent, geographically deter- 
mined, strategic needs and obligations of France, Captain de Gaulle 
deduced the necessity to build, as quickly as possible, a powerful and 
permanent striking force, a mobile army of six or seven armored 
divisions ever ready to deal a lightning blow on the potential foe. 

The book of Captain de Gaulle was not a success. The general 
public simply ignored it; they were not interested in military problems | 
—wasn’t there a high staff to deal with them? The army circles, natur- 
ally, took notice of the book. But, unanimously, the high command 
condemned the ideas of de Gaulle. No wonder! In fact, in nearly every 
point his ideas were in opposition to the official Maginot Line de- 
fensive strategy, born from the experience of the first world war, which 
dominated the military thought of France and made it blind to the 
rapidly changing conditions. Fantastic, said one of the great chiefs, 
of de Gaulle’s recommendations. Wicked, said another. A nuisance, 
said a third. 

Only one man, a civilian, Paul Reynaud, grasped the import of the 
young army captain’s revolutionary views, and tried to defend them 
in his books and speeches. In 1935 he even made an attempt to realize 
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them. But, bitterly opposed by the general staff, by the War Minister 
General Maurin and, not least, by Marshal Pétain and General Wey- 
gand, who did not believe in tanks or in airplanes, the project of 
Reynaud bogged down. The army of the future, which could have 
saved France and even prevented the war, was not created. And 
Captain de Gaulle was sent back to the ranks. 

The story of Captain de Gaulle’s misfortunes will probably sound 
familiar to the American reader. Isn’t it the story of General Billy 
Mitchell, and of many others who vainly tried to impose new ideas 
on the brass-hats of a conservative military bureaucracy? 

And this raises a problem. Why is it so? Why are new ideas in- 
variably turned down? Barrés does not discuss the question, and Gen- 
eral de Gaulle himself seems to believe that this imperviousness to 
new ideas is rather natural. “The army,” he says, “especially a large 
army, is bound to be conservative. . . Its life needs stability, con- 
formism, tradition; it fears by instinct all that could change its 
structure.” 

All that is true, of course. Still, the explanation given by de Gaulle 
is far from adequate. It seems to me that the true one must be sought 
not in the nature of the army as such, but in the political and social 
structure of the society to which the army belongs. It is obvious, for 
instance, that the stigma of mental stagnation which attaches to the 
high officials of the armies of the democratic countries does not affect 
those of the totalitarian armies. The enthusiastic reception of Captain 
de Gaulle’s ideas in Germany is proof enough of this unhappy situa- 
tion. It was in Germany, and not in France, that Philippe Barrés 
learned of the existence of de Gaulle. And he tells us how astonished 
he was to hear high Nazi officials speak of, and ask him about, de 
Gaulle, of whom he knew nothing, not even the name. And the 
German generals did not content themselves with reading de Gaulle: 
they adopted his ideas and translated them into action. The panzer 
divisions that overran Europe in 1939 and 1940 were, as Barrés con- 
vincingly proves, practically identical in their structure with the 
armored divisions advocated by de Gaulle six years before (pp. 66 ff.) . 

Then came the war. The panzer divisions slashed and smashed 
through the masses of the Polish infantry, cutting to pieces its proud 
regiments, attacking from the rear, destroying the nerve centers of 
the army (staffs, communication centers) in a spectacular all-out 
drive of the first blitzkrieg in history—just as de Gaulle had foreseen 
that they would do. The Polish campaign was no less than an experi- 
mental confirmation of his strategic and tactical theories. And still 
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the high command was not convinced: Poles are Poles and French are 
French; what happened there can’t happen here. 

In vain de Gaulle, at that time colonel and commander of a tank 
battalion, sent a report to the War Ministry asking for an immediate 
formation of heavy armored divisions, stressing the need for anti- 
tank weapons and the urgent necessity to step up the production of 
armored vehicles, and pointing out that mass attacks of heavy tanks 
supported by bombers could break through the fortifications of the 
Maginot Line. The general staff continued to stick to its old theories. 
In its opinion the Polish campaign proved nothing; the Maginot Line 
was impregnable; and tanks could be employed only as support to 
infantry troops (pp. 76 ff.). Only toward the end of the period of the 
so-called “phony war” did the general staff reluctantly consent to 
form, in addition to the three light (cavalry) mechanized divisions, 
four heavy ones. It is known that only two of them were completely 
formed, and these, badly employed in small units, were lost; the third 
was lost without battle; the fourth, hastily formed, led by Colonel de 
Gaulle himself in two fierce encounters, gave the German columns a 
taste of their own medicine and achieved the only two successful 
counterattacks of the campaign of France (pp. 90, 92, 97). 

For “conspicuous gallantry and inspired leadership” Colonel de 
Gaulle was promoted to the rank of major-general, and then, in a 
last attempt to bring a new spirit to the fighting forces, was appointed 
under-secretary of state by Premier Paul Reynaud. But it was too late: 
by that time (June 7) the battle of France was virtually lost—lost much 
less because of the great material superiority of the German army than 
because of the overwhelming superiority of its leadership, its strategy 
and tactics. Once more, just as in regard to Poland, events confirmed 
the warnings of de Gaulle. Once more the army of the future, which 
in the meantime had become the army of the present, following the 
procedures and executing the movements and manoeuvres propheti- 
cally described by de Gaulle, routed and scattered to the winds the 
army of the past. 

I insist on this point more than does Barrés (pp. 69 ff.), who 
stresses, on the contrary, the material feebleness and unpreparedness 
of the French army, its lack of tanks, planes and the like. Barrés’ 
opinion is based on figures published by the French general staff after 
the armistice, and at the moment when he wrote his book there was 
no other information available. But the data disclosed since then 
at the Riom trial give an entirely different picture. The French army 
had much more matériel than the high command wanted us to be- 
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lieve; what was lacking was the ability, and the will, to make use of it. 

Lack of will played an even more important part than lack of abil- 
ity. The new commander-in-chief, General Weygand, turned down 
de Gaulle’s suggestion of a new, bold strategy. The government, after 
having decided not to defend Paris, turned down de Gaulle’s proposal 
that it go to Rennes and make a last ditch stand in the Bretagne pen- 
insula. Both Weygand and the government preferred Bordeaux. In 
fact, both were convinced that resistance was useless, that the battle 
was over, that the war was lost. They were not prepared to throw in 
their lot with the British, as de Gaulle proposed. Why should they? 
The British were doomed. They would not fight. Or, if they did, 
they would be crushed in a fortnight (pp. 111 ff., 114). The highest 
authority, General Weygand himself, said so. To doubt it, to insist on 
resistance, became suddenly unpatriotic. 

The fact is that for a number, and even a large number, of the 
members of the government and of the high command, the disastrous 
issue of the war was not entirely unwelcome. It is well known today 
that powerful groups of the French reactionary bourgeoisie, backed 
by vested interests worried about their privileges, by the so-called 
“national” parties blinded by their hatred of democracy, by bigoted 
generals who, like Pétain and Weygand, feared the French people 
more than the enemy (pp. 102, 104 ff.), have since the beginning of 
the war, and even before, plotted to make use of a defeat to overthrow 
the republic and replace it by a Catholic fascist state. They wanted 
peace, and the defeat of Britain, in order to be able to enjoy, under 
Hitler’s protection, the well-earned fruits of their treason. They were 
prepared to pay, or more exactly, to let France pay, the price. It was 
their astute and cunning plot that achieved the rejection of Winston 
Churchill’s generous proposal of Franco-British union and brought to 
power the dictatorial government of Marshal Pétain (pp. 124 ff.). 

As for General de Gaulle, he fought, till the last moment, against 
the rising tide of panic and treason. He tried to persuade Reynaud— 
and future events proved once more that he was right, and the high 
command wrong—that the British would not yield, that they would 
fight, and would hold; that the defeat of France was not the end of the 
war; that the best course, prescribed both by honor and by interest, 
was for the government to go to North Africa with all the troops and 
all the matériel that could be saved. It was in vain. Reynaud lacked 
He was not a statesman but only a 


insight, will power and faith. 
politician. 
On June 17 the government of Marshal Pétain, formed especially for 
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that purpose, asked Hitler for the terms of surrender—a surrender 
which, in order to make it more palatable to the French people, they 
shamefully called an “armistice,” and the terms of which they shame- 
lessly withheld from the people. 

On the same day de Gaulle went to London, and from there launched 
his famous appeal: “France has lost a battle. France has not lost the 
war. . . Nothing is lost because this war is a world war. In the free 
universe there are immense forces that have not yet taken part in the 
struggle. But they will. And they will crush the enemy” (p. 149). 
Indefatigably he repeated: France’s defeat is not the end of the war. 
France is not alone. The Germans won because of their 5,000 tanks 
and 6,000 planes, but tomorrow they can be beaten by 20,000 tanks 
and 20,000 planes. France must stay in. She can do it. She is not 
knocked out. She still has her fleet, her air force, her empire, with its 
magnificent army. And de Gaulle called all Frenchmen, and especially 
those of the empire, to join him, to resist, to save the mother country 
—to save, above all, the honor of France. 

The honor of France. . . It is quite certain that—even more than by 
his conviction that the war must and would spread, that countries 
such as Russia and the United States, in spite of their reluctance, 
would become involved—the action of de Gaulle was inspired by a 
deep faith in the overwhelming importance of the moral factors in 
history, by the old-fashioned belief in honor, by the conviction that 
honor is, for the individual, something more valuable than life, and 
for a nation, especially for France, the very condition of historical 
existence. A defeated nation, thought de Gaulle, may rise again; a 
nation dishonored by treason is doomed. 

This seems a fairly natural way for a soldier to feel. And it is obvious 
that de Gaulle himself thought so—that he believed that the chiefs 
of the army and navy and, above all, the great chiefs of the empire, 
would answer his appeal, would share his indignation and his deci- 
sion. Alas! This was the only time that he was mistaken. The great 
chiefs did not stir. After some days of hesitation, and with only a few 
exceptions—General Catroux, Governor-General of Indo-China, Gen- 
eral Legentilhomme, Governor of Jibuti, Admiral Musellier—they 
submitted and bowed to the orders of Pétain and Darlan (pp. 227 
ff.). Still, some of the colonies, led by men not so high up in the 
official hierarchy, responded to the appeal. Chad Territory, then 
Gabun and Cameroon—under the leadership of Governor Eboué and 
Colonel Marchand, aided by Sicé and Larminat who, jailed in Damas- 
cus, managed to escape and join them—revolted against the Vichy- 
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minded Governor-General Tétu and joined the Free French. The old 
Indian colonies and those of the Pacific followed suit. The most 
important ones, North Africa and Syria, were unfortunately brought 
back to order by the combined pressure of General Weygand and 
Admiral Darlan. 

Barrés describes (pp. 176 ff.) the first, feverish days in London: the 
birth of the Free French movement; the enthusiasm of the first volun- 
teers, their burning hope to see hundreds of thousands follow; the ru- 
mors of the arrival of the great military and political leaders; the 
despair and bewilderment of simple men who left their country in 
order to be able to fight for her, and could not understand why others 
did not, could not understand that France was stunned and groggy, 
that she needed time, months, before she would recover from the 
blow. When she recovered, it was too late. The frontiers had been 
closed. The Vichy clique had had plenty of time to organize itself, to 
place its men in the key positions, to dismiss the civil servants who 
were opposed to “collaboration” with the enemy, to form a new, 
mercenary army. 

“After the armistice of June,” writes Barrés, “every Frenchman 
found himself facing a cruel choice. He had either to cease the com- 
bat while our allies still continued to fight, or to disobey the French 
chiefs who, since his youth, he was accustomed to respect and to 
follow. He had to choose either to capitulate or to revolt against the 
decisions of the Government of France” (p. 257). And this was a gov- 
ernment headed by a man whom the French honored and trusted, 
by their old chief, Marshal Pétain, the hero of Verdun. They. had 
to choose between the chief they knew, or at least thought they knew 
(actually the French public ignored the fact that even during the 
first world war Pétain did not believe in victory, and fought only 
under stern orders of Joffre and Foch; they ignored his senile bigotry, 
his insane vanity, which made him an easy tool in the hands of clever 
and unscrupulous plotters like Laval; they ignored the ties that linked 
him to Franco and Spanish fascism, and through that to Germany) — 
between this chief and somebody about whom they knew nothing. 
Very few were able to make an immediate decision, to see through 
the perfidy of the cunning appeal of the old marshal who played on 
their very love of country: “Don’t go away! Don’t become émigrés! 
Don’t abandon your country in a time of misfortune! Don’t separate 
your fate from the fate of France!” And: don’t fool yourselves; the 
fight is over; consummatum est. 

“In this dilemma, the Free French decided against capitulation and 
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for the continuance of the struggle. They accepted the fate of being 
separated from their families, dispossessed, condemned to death. They 
accepted because they knew that their attitude was irreproachable, 
that the condemnations of which they were the object were unjust 
and without any value” (p. 257). And, having made their choice, they 
did not understand the hesitation of others. It is possible that even 
de Gaulle, for a while at least, did not understand. It is not so easy 
for an unbending will to understand those who falter; it is even more 
difficult for an honest man to understand a scoundrel. But, be this as 
it may, the fact that he was left practically alone and was even dis- 
avowed, opposed and condemned by his peers and superiors, made 
no impression on de Gaulle. The generals and high officials did not 
come: they were too old, too well disciplined, too anxious to avoid 
responsibility and the dreadful necessity of making a decision. But 
others, younger mer, soldiers, sailors, flyers, did come. The big dread- 
noughts, well controlled by the commanding admirals, stayed in their 
harbors or went home to be disarmed. But a number of lighter 
craft, destroyers, submarines, transports, put to sea for Britain, and 
also some officers, such as Larminat, Koenig, Captain d’Argenlieu (a 
monk) , Captain Foch. 

It was not a stream, of course. A mere trickle. But it was steady. 
Young, determined men crossed the channel, and even the Mediter- 
ranean, in small row boats; crossed the desert to join the British in 
Palestine and in Egypt. Barrés tells us (pp. 241 ff., 254 ff.) the stories 
of some of these men, whom the so-called French, the Vichy, 
government (“loyalty to the victor is our guiding principle,” pro- 
claimed Pétain, even before he went over to outright collaboration) 
outlawed and treated as “deserters,” deprived of their nationality and 
even condemned to death—simple and unpretentious stories of men 
who risked their lives in order to be able to re-risk them in battle. 

Little by little the new French army came into being. Great Britain, 
in the person of Winston Churchill, pledged and gave it her full 
support. Nevertheless, the problems that de Gaulle and his staff had 
to deal with were many and different, ranging from the necessity to 
form new units out of a mass of men and to retrain them with strange 
arms, to that of setting up the manufacture of red pompons for the 
caps of the French marines—a problem that seems trivial, but is not, 
because the loss of their traditional distinctive headwear would be 
deeply resented by the fleet. 

Gradually the problems, great and small, were solved. Training 
centers for gunners, for air and tank men, were organized, an officers’ 
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training corps was built up in Brazzaville, in West Africa (p. 217). 
The Free French army became at last, though a relatively small, a 
fairly well balanced and highly efficient striking force numbering 
100,000 men, 2,000 pilots, about 50 warships and an important trans- 
port marine (more than 600,000 tons) which includes the famous 
luxury liner Ile de France and the Pasteur. The raid on the oasis of 
Khufra across a thousand miles of desert, the role played by the Free 
French troops in the Libyan and Abyssinian campaigns, the names of 
Bardia and of Keren, to which one could now add that of Bir Hacheim, 
prove that the French soldier has lost nothing of his traditional 
fighting qualities. 

There were other problems, too, besides those of military organiza- 
tion. The scattered territories of Free France had to be bound to- 
gether. A central administration had to be formed, and some kind 
of economic life had to be restored in the colonies, whose ties with 
the metropolis were suddenly cut. The Free French groups spon- 
taneously formed abroad, in the British Empire, in the neutral coun- 
tries of Europe, in North and South America, had to be brought into 
contact with the headquarters in London. The struggle against the 
perfidious Vichy-German propaganda had to be organized. And not 
least, the links with France had to be reestablished and the political 
status of the movement determined and defined. 

For unfortunately obvious reasons Barrés does not dwell at length 
on these questions. It is to be hoped that in a second edition of his 
book he will be able to forego the now unavoidable diplomatic pre- 
cautions and to describe the tremendous difficulties against which the 
Free French movement has had to struggle. He was not able, for in- 
stance, to discuss the strange fact that the puppet government of the 
French Quislings, set up by the Germans in Vichy, was immediately 
recognized as the legal and sovereign government of France; that, 
though serving its German masters in deed and word, this government 
found nearly everywhere, not only from neutral nations but even 
from some of the allies, aid, sympathy and material as well as moral 
support—support that was obstinately refused to de Gaulle, though he 
was fighting the common foe; that never before, during the time when 
he served the French republic, was Marshal Pétain so popular abroad, 
though not in France, as he became after he betrayed France to her 
foes. Strange facts. But after all, perhaps not so strange as they 
seem. And Barrés is perhaps right not to raise questions to which 
the answers are fairly obvious. 

The Free French movement started as a purely national, even as a 
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purely military one, and de Gaulle has always stressed its political 
(in the narrow sense of the word) neutrality: “We don’t ask our 
soldiers,” he declared more than once, “about their political opinions. 
As long as they are willing to fight for France, and against Germany, 
they are free—as they were in France—to be anything they like, demo- 
crats, communists or royalists, to be black or white, Jews or Gentiles, 
to believe or not to believe in God. As long as they believe in France, 
the rest does not matter.” Actually they usually believe in freedom, 
and even in democracy—which seems rather natural, patriotism being, 
primarily, a democratic phenomenon. 

But in the broader sense of the word the political standpoint of de 
Gaulle is very definite. He refuses to recognize the legitimacy of the 
government born out of the pronunciamento of Bordeaux. Conse- 
quently he does not recognize any legal value in the acts of the men 
of Vichy. He considers that the laws of the Third Republic are the 
only ones that have this value, and therefore they are the only ones 
that are applied in the Free French territories. 

On the other hand, the Third Republic abdicated, died by suicide. 
It follows that France, for the time being, has no government at all. 
General de Gaulle does not consider himself the head of a French 
government in exile. The National Committee is not a government; 
it is an administrative council. It will be for the French people itself 
to decide, freely, on the political structure of France. For himself de 
Gaulle claims only—and rightly—his position as chief of the fighting 
forces of France. And these forces, he contends just as rightly, repre- 
sent the traditional, freedom-loving spirit of France; they, and not 
the ambassadors and agents of Vichy, represent the enslaved but un- 
yielding people of France (p. 311). The letters cited by Barrés (and 
many more, published since) prove that it is so. As Barrés states it: 

“The Free French know themselves in agreement with an immense 
majority of their fellow-countrymen, though in opposition to the of- 
ficial directives of the Vichy government. They are, therefore, deter- 
mined not to do anything which could tarnish or confuse their posi- 
tion. They want to fight the Germans . . and want to avoid all other 
kinds of struggle: no polemics on questions of interior politics, no 
revival of old party feuds. They want to wage war against the foreign 
invaders and their accomplices, and to unite all Frenchmen, irrespec- 
tive of opinions, creed or race, who are determined to shake off the 
domination of the enemy.” 

“The Free French army was founded by men, officers and soldiers, 
seamen and aviators, who went to England moved by the same spirit 
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as General de Gaulle himself, often without even knowing anything 
about him. They joined him because for them he represents France, 
but their rallying around him has nothing in common with the idol- 
atry of totalitarian crowds. To the Free French, the leader is the 
symbol of the country, but he is nothing by himself. Therefore he 
must represent and embody the ideas and ideals of the French” (p. 
258) —which means the ideas and the ideals of freedom, the ideal of 
Liberty, Equality and Fraternity. ““The Cross of Lorraine has exactly 
the same meaning as the words that the patriots of the French Revolu- 
tion, in the slightly pompous style of the time, wrote on their flags: 
To win or to die! Freedom or Death!” 

I strongly hope that Barrés’ book, the book about France’s struggle 
and hope, will be widely read by the American public. And I hope 
that in his second edition, besides dealing with the problems that he 
was here obliged to leave out, he will be able to tell us the story of 


the de Gaullist movement in France itself. 
ALEXANDRE KoyRE 


Ecole Libre des Hautes Etudes 
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FRANK, PHILIPP. Between Physics and Philosophy. Cambridge: 
Harvard University Press. 1941. 226 pp. $2.75. 

The author of this book, formerly professor of physics at the Uni- 
versity of Prague and now lecturing at Harvard, is one of the prominent 
members of the philosophical school of “logical empiricism” or “logical 
positivism” which originated in the so-called “Vienna Circle.” His 
book is a collection of ten articles originally written in German, seven 
of which were published between 1934 and 1938. An introduction is 
added which determines the place of the articles within twentieth- 
century positivism in general and logical positivism in particular. The 
author’s chief aim is to support the thesis that it is “not necessary 
beside the thriving tree of science to assume a sterile region in which 
reside the eternally insoluble problems in the attempted solution of 
which men have been only rotating about their own axis for centuries” 
(pp. 102 ff.). Accordingly he points out that school philosophy, whether 
spiritualistic or materialistic, has been rather an impediment than an 
aid to modern physical science and that it has misinterpreted its re- 
sults in order to make them fit into a preconceived metaphysical 
scheme. 

It can hardly be denied by anyone who has been following philo- 
sophical discussions on relativity theory and quantum physics during 
the last decades that this complaint is justified. But to grant this does 
not mean to admit that there are no genuine philosophical problems 
and that “school philosophers” like Plato, Aristotle, Descartes, Leibniz, 
Kant, Husserl, have been wasting their time in idle speculations. 
Auguste Comte’s thesis that metaphysical reasoning, while an histor- 
ically necessary stage in the progress of human thought, must be 
superseded by scientific inquiry is the common ground of all posi- 
tivistic doctrines, much as they may differ in many other respects. It 
seems to me that this thesis is correct so far as it relates to the claim, 
not infrequently made by philosophers, that unassailable statements 
about real events can be found by pure reasoning. The refutation 
of such claims is to the lasting credit of skeptical and positivistic phil- 
osophical doctrines. I am far from believing, however, that this is a 
death blow to philosophy, even though philosophy ceases to be a rival 
of empirical science. One may insist, as do the logical positivists, upon 
David Hume’s sharp separation between matters of fact and relations 
between ideas, and nevertheless hold—as, for example, the phe- 
nomenologists do—that the rational analysis of ideas (meanings) goes 
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much farther than the positivists would be ready to admit today. I 
should think, however, that in their study of “semantics” they will 
realize sooner or later that there are genuine problems of rational 
analysis which they might have been able to discover in the works of 
the great philosophers of the past. 

Professor Frank makes his point in clear and simple language, and 
offers well chosen examples from physics. His book can be recom- 
mended to the student of philosophy as an introduction to the doctrine 
of logical positivism. ‘The reader may also learn a good deal about the 
method of physics from this noted expert in the field. 

FELIX KAUFMANN 


HAYES, CARLTON J. H. A Generation of Materialism, 1871-1900. 
|““Rise of Modern Europe” series, ed. by William L. Langer.] New 
York: Harper. 1941. 340 pp., bibliographical essay and index 50 pp. $4. 

The author of this volume gives the history of Europe from 1871 
to 1900. He attempts to write the history of a generation, the develop- 
ment of an age as an interrelated whole, and we should be most 
grateful for his book; it is very valuable and could not be more timely. 
We are accustomed to histories that are centered either around this or 
that state or around political, economic, social or intellectual changes. 
Unique entities develop, both acting and being acted upon. This 
history of a generation leads us beyond the limitations of a merely 
national or departmental history. ‘The author, aware of the enormous 
difficulties and the complexity of his task, tries to achieve what is 
nearly impossible, and to a large extent he succeeds. His treatment of 
political history, though close to the conscientiously reported facts, 
shows the astonishing parallelism in the development of foreign and 
domestic policies, the change of interests, practices and methods. We 
see transnational factors and forces at work, to which the different 
nations submit, though in slightly different ways. The national his- 
tories are but variations of a common theme. If there ever was a time 
in which such a view could be useful, it is now. We shall have to 
think about peace and world reconstruction not only in terms of 
nations and their claims and interests, but in terms of the transna- 
tional forces and factors that make nations behave as they do — lest 
these forces pass over the next peace as they did over the last. 

It is only natural, and a result of the complexity of the subject 
matter, that not all the parts of the book live up to the standard set 
by the political chapters. In economic and social matters the author 
is less at home, and his treatment of spiritual and artistic movements 
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is rather unfortunate. Here his particular philosophy interferes with 
his valuation of the facts. 

The author asserts in the preface that he was accustomed to see, and 
still sees, these three decades as a glorious stage in the progress of 
Europe and western civilization toward ever greater liberty, democracy, 
social betterment and scientific control of nature. But now he regards 
them “even more clearly as a fertile seedtime for the present and 
quite different harvest of personal dictatorship, social degradation 
and mechanized destruction.” He confesses that this dual character, 
“at once climax of enlightenment and source of disillusionment,” 
dominates his interpretation. So far nobody will object. But the 
conclusions which he suggests will certainly cast a shadow over this 
excellent book in the minds of many readers. He identifies materialism 
and liberalism. The latter is “sectarian,” and thus its essence is not 
any positive ideal of human freedom but a negation of the common 
Christian basis in general, or to be more specific — of the Catholic 
church. He implies that the forces of enlightenment and progress are 
responsible for any misuse of intellectual freedom, and after reporting 
such misuses he remarks that “Apparently there were many different 
ways of being enlightened and progressive” (p. 332). He calls the 
progress of literacy among the European and American peoples the 
most “impressive and perhaps in the long run the most fateful 
phenomenon,” and is astonished that “few persons ventured to ques- 
tion the desirability of popular education or the propriety of achieving 
it by a state directed and state financed system of elementary schools” 
(p. 174). 

The intellectual of a bewildered age may look with discomfort at 
the phenomenon of bewildered masses, but he can hardly make 
enlightenment responsible for his discomfort. The author, now United 
States ambassador in Franco Spain, will probably learn to look with 
still greater discomfort at the difficulty of handling masses that a 
school monopoly of the Catholic church kept practically illiterate. 

Kurt RIEZLER 


LAVES, WALTER H. C., ed. Inter-American Solidarity. [Harris 
Foundation Lectures, 1941] Chicago: University of Chicago Press. 
1941. 219 pp. $1.50. 

Contributions like this one are not a novelty for the Harris Foun- 
dation which, besides sponsoring the two volumes dedicated to Mexi- 
can problems and civilization (Lectures 1925), has helped to throw 
much light upon other questions of importance for all the American 
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countries, such as population (1929) and foreign investment (1928) . 

The present volume is composed of seven lectures, three of them 
delivered by three prominent personalities of Ibero-America: the 
Cuban historian, Herminio Portell Vil4, who deals with the general 
question, “What Have the Americas in Common?”; the director of 
the Banco de Mexico, Eduardo Villasefior, who in fifty pages analyzes 
“Inter-American Trade and Financial Problems”; and the Colombian 
writer and pedagogue, Daniel Samper Ortega, who presents the prob- 
lem of “Cultural Relations Among the American Countries.” These 
lectures offer readers an opportunity to know the point of view of 
three authentic Hispano-American authorities in their own fields. 

In the other four lectures the well-known military critic, Major 
George Fielding Eliot, contributes an explanation of “The Strategy 
of Hemispheric Defense’; Professor Arthur R. Upgren provides a 
study on “Raw Materials and Inter-American Solidarity”; the Cana- 
dian, Professor Frank Scott, illuminates the so-called Continental 
Question, pointing out what Canada thinks and how she feels in 
relation to “Hemispheric Solidarity”; and finally, the Chicago pro- 
fessor, J. Fred Rippy, dedicates a short lecture to “Pan-Americanism 
and the World Order.” 

In the superabundant literature about the problems of Ibero- 
America, or hemisphere solidarity, or pan-Americanism, it is difficult 
to find a book that offers to students of these questions such a serious 
account of cardinal problems as is presented in this volume; I do not 
know of any other so concise and saying so much in so short a space. 
I think that the studies of Mr. Villasefor and Professor Upgren — to 
take the most outstanding examples offered by the book —are very 
illustrative of the many points of view from which the substantial 
problem of the economic ties between North and South America 
must be considered. 

Each of the essays is worthy of specific praise, and the only thing to 
regret in this book is what is lacking in it, that is, a study of the 
culture of the countries lying south of the Rio Grande. By this I 
mean an effort to analyze or at least to state the key problem for 
understanding Ibero-America: the psychology of her culture. Impor- 
tant as the economic questions are, they deal merely with quantities, 
while the way to the comprehension of a country should be sought 
along qualitative lines. Therefore some study devoted to the sociology 
of the culture of these countries would have completed the excellent 
contribution that this new book of the Harris Foundation represents. 

FERNANDO DE LOS RIos 
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LAVES, WALTER H. C., ed. The Foundations of a More Stable 
World Order. [Harris Foundation Lectures by Ferdinand Schevill, 
Jacob Viner, Charles C. Colby, Quincy Wright, J. Fred Rippy and 
Walter H. C. Laves.] Chicago: University of Chicago Press. 1941. 185 


pp. $2. 

The lectures collected in this volume are not intended as blueprints 
for the stabilization of the world order, but have the more modest 
and realistic aim of “a clarification of view on the long- and short- 
range factors involved in the achievement of greater stability in the 
world of nations.” This aim may be considered achieved. 

Professor Schevill opens the discussion by bluntly raising the ques- 
tion of whether our present civilization is of a kind to make a more 
stable world order at all possible. The international and domestic 
chaos of today is for him the outgrowth of a prolonged historical 
process the essence of which he sums up as “an abusive exaggeration 
of the two ruling forces of our civilization—science and the nation- 
state.” Accordingly, he sees no cure for the evils which afflict us in 
further progress on the road he thinks has led us into that chaos, but 
courageously suggests “the pruning of forces in our society that have 
waxed overgreat and have got out of hand.” It is unfortunate that 
he has not been able to elaborate on this challenging thesis. 

Professor Laves and Professor Wright deal with the institutional 
requirements of a truly effective international order. Professor Laves 
rightly expresses some doubt of the effectiveness of rational processes 
in international relations at a time when the religion of nationalism 
has become the equivalent of the mediaeval universal faith. In ap- 
praising the prospects for international organization, however, he 
occasionally strikes a more optimistic note. Professor Wright’s survey 
of the history of international law leads up to a discussion of the 
external conditions and internal inconsistencies which he thinks ac- 
count for its defects. It seems to the reviewer that Professor Wright 
somewhat neglects the special sociological features of what is called 
international society, and is therefore inclined, in trying to explain 
the present chaos, to overemphasize the importance of the institu- 
tional deficiencies. One also hesitates to agree with what he says of 
the mediaeval idea of world order, preferring to subscribe to Figgis’ 
view that it was essentially a federal order. 

Professor Rippy discusses the United States and the world order 
from the standpoint of realism, which entails showing the limitations 
of isolationist policy; and he makes some pertinent remarks on pan- 
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Americanism. Professor Viner also touches on that subject in his 
paper on international economic relations, not entirely concealing 
his skepticism. Professor Colby’s lecture gives a fascinating picture of 
the role of shipping in the world order. 

EricH HuLa 


MAYER, JOSEPH. Social Science Principles in the Light of Scientific 
Method (With Particular Application to Modern Economic Thought). 
Durham: Duke University Press. 1941. 564 pp., index 8 pp. $4. 

Professor Mayer’s book is divided into the following six parts: sci- 
entific method and social study (pp. 3-84); classical cost and utility 
theory (pp. 87-185); suppositions underlying cost and utility theory 
(pp. 189-267); broader value concepts (pp. 271-337); historical and con- 
temporary economic fundamentals (pp. 341-435); critical demonstra- 
tions and conclusions (pp. 439-564). 

The work is chiefly concerned with a criticism of classical and neo- 
classical value theories in economics, but the argument has so broad 
a basis that it may be applied to methodological problems in other 
social sciences as well. The author’s chief objection to these value 
theories is that they have been arrived at by pseudo-scientific methods; 
rationalistic preconceptions have been the source of hasty generaliza- 
tions concerning the fundamentals of human nature. These same pre- 
conceptions have misled the classicists and neoclassicists into believing 
that the principles of their theories are beyond any refutation by 
empirical testing. We are urged “to expose with sufficient finality these 
misconceptions and pitfalls of reasoning, to eliminate them from our 
principles and other texts on economics, and to proceed to lay down 
hypotheses in the true spirit of science and in the light of twentieth- 
century knowledge” (p. 91). 

The author spares no pains in doing his share in the promotion of 
this program. Many books have been written by economists close to 
the historical and institutionalist schools to prove the inadequacy of 
classical and neoclassical economic theories, yet I have never come 
across a more comprehensive criticism. Reading this work one can 
well understand that it took Professor Mayer sixteen years to complete 
it. Whether or not one agrees with him one can hardly deny that it is 
a remarkable scholarly achievement. Each argument is well considered 
and presented in clear language; the polemics, if sometimes quite 
sharp, are always fair. 

Still, I can’t help thinking that the contention, like that of most 
previous critics of economic theory, is only partly justified. It seems to 
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me that most critics have overshot the mark by not properly distinguish- 
ing between the criticized method itself and the pseudo-phtivsophical 
arguments offered in its support. Classical and neoclassical theories 
of economics propose certain methods of explanation of market phe- 
nomena, and attempt at the same ‘ime to prove on ultimate grounds 
that these methods are entirely adequate. To do this they hold that 
“man is a being who is determined by the necessity of his nature to 
prefer a greater portion of wealth to a smaller one in all cases” 
(J. S. Mill), and that it is the aim of economic theory to describe human 
behavior which is perfectly rational in this sense, that is, optimal for 
the promotion of the given end. 

The critics of these theories rightly stressed that the idea of “eco- 
nomic man” is unrealistic and, as far as perfect foresight is implied in 
it, may even lead to contradictions (Morgenstern, Hutchinson). But 
they were no longer right when they claimed that they completely 
refuted the criticized theories by proving this. What they did refute 
was an erroneous interpretation of the method, an interpretation that 
is likely to conceal the method’s limitations. This applies particularly 
to the Austrian marginal utility school, a chief target of Professor 
Mayer’s criticism. Carl Menger, the founder of the school, was cautious 
in his claims, but his illustrious disciples, B6hm-Bawerk and Wieser, 
were certainly led by philosophical preconceptions into overrating the 
significance of their basic concepts and axioms. A considerable number 
of their followers have successfully applied their methods, however, 
without sharing their overconfidence or their philosophical views. 

Their opponents, on the other hand, are no longer against any “the- 
orizing” in social science. Methodological analysis has advanced a good 
deal during the last decades, and many obstacles which had previously 
blocked the path to a settlement of this issue have been removed. This 
book may be helpful in bringing about such a settlement by its clear 
presentation of the chief problems and arguments involved. At any 
rate it deserves the attention not only of economists but of all those 
who want to acquire a better understanding of social science methods. 

FELIX KAUFMANN 


COREY, LEWIS. The Unfinished Task: Economic Reconstruction for 
Democracy. New York: Viking. 1942. 308 pp. $3. 

This important book is not without flaws. Its emphasis on the 
cutting of monopoly incomes as increasing the propensity to consume 
is presented as opposed to Keynes’ theory, which, the author says, 
onesidedly emphasizes only the bringing down of interest rates. The 
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political analyses of the book proceed almost to the end with a concept 
of democracy based on the idea of checks and balances, with no dis- 
tinction from liberalism. The historical analogy which the book 
draws between totalitarianism and the tyranny of the eighteenth 
century absolute state is untenable; the author contends that the freé 
development of productive forces was hampered and delayed by that 
system, but one does not see how they could have developed at all 
except under its “enlightened” tutelage. The philosophy of the book 
is dominated by the concept of progress, which, the author believes, 
need not and must not be regulated by any spiritual principle, lest 
there be spiritual tyranny. 

Such flaws would be disastrous to an ordinary book, but in this 
one they appear negligible. The value of the book is its original re- 
interpretation of economic democracy. The fact that the author 
comes from a strictly Marxian past, and owes to it his reputation, is 
not without significance for an appreciation of the book; he has 
utterly overcome that past, but he has not broken with it in the 
hysterical manner of too many renegades. He is masterly in his 
correlation of economic functions and ideas. Because of his emphasis 
on the strategic position of the new middle class he might be regarded 
as a Veblenian, but he has thrown out the totalitarian elements of 
Veblen as he has those of Marx. His main teachers are, on the one 
hand, the experience of totalitarianism, Russian and German, and, 
on the other, that of American democracy. Checks and balances are 
to him the essence of freedom. 

The old system of checks and balances, according to Corey’s analysis, 
has degenerated into an almost unchecked system of monopoly power, 
which destroys both property and liberty. It is significant that Corey 
uses the word monopoly in the same sense as it was used by Adam 
Smith and American populism; recent theory has convinced even 
pedants that this use is justified. Against that power of monopoly an 
almost unchecked governmental power arises to redress the balance. 
But this is no solution; it only strengthens the gravest danger of all, 
that the two bureaucracies, monopoly and government, merge into 
one and thus produce the totalitarian state. The old system of checks 
and balances is gone; what the author sets out to do is to draw up a 
new balanced system. 

To put it differently, the cornerstone of democracy is functional 
property. To eliminate independent farmers and businessmen, as 
has been done in both Soviet Russia and Nazi Germany, is the very 
hallmark of reaction and totalitarianism. Functional property keeps 
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arbitrary power out, and rests liberty on service. Property in a pro- 
ductive establishment without a function in it is no protection for 
the weak, as witness the position of small stockholders; it is no protec- 
tion against the strong, the financial overlords, whose power is in 
management, not in ownership. Nothing is wrong with private 
property where it is functional. It must be restored and strengthened 
where this is possible. Where it is not possible the method of checks 
and balances must be applied, in different ways according to different 
conditions. 

The structure of the American economy, with 1,200 out of 470,000 
corporations in a ruling position, dominating many millions of em- 
ployees directly and, through the market, many more millions of 
businessmen and farmers and their employees, suggests to the author 
a reorganization of these 1,200 into public corporations. This would 
restore freedom and property for the others, by eliminating restrictive 
financial practices from the management of the big corporations. This 
is not all, however. The author pours out his scorn for the “crude 
unlimited faith in planning” which cries for overall planning, because 
it does not understand the special institutions that are needed, and 
he is equally scornful of those who would replace big business by 
government ownership and thus bring about the tyranny which they 
claim to hate. He goes into a detailed analysis of the functional groups 
and their aspirations, and concludes that the transformation of the 
big corporations would unfetter the productive faculties and aspira- 
tions of the technical-managerial group, and would check their power 
by an independent representation of labor. No representation of the 
government would be needed, since the government would influence 
the enterprises by way of its own agencies. The TVA does not add to 
the power of the federal bureaucracy; it is a self-governing enterprise. 
In reference to this discussion it should be pointed out, however, that 
in the sphere of the heavy industries the rule of maximum utilization 
of giant plants is not sufficient to secure the long-run proportionality 
and interlocking that are required for a smooth operation of the 
entire system. This is the field where some central planning is neces- 
sary —much less than would be needed without the transformation 
of these plants, though more than the author seems to admit. 

Free farmers, free businessmen, producers’ and consumers’ coopera- 
tives could function with security once the strategic enterprises were 
operated with a view to maximum utilization rather than to bonuses in 
proportion to financial returns. Because the author realizes that liberty 
resides in decentralization and diversity, in checks and balances, he 
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is emphatic about the independence of labor unions and their right 
to strike, even against the “government-owned” public corporations — 
such corporations are not the government. For the same reason he 
is critical of the closed shop; and his wisdom and devotion to the 
cause of liberty culminate in one stipulation of his “economic consti- 
tution” and bill of rights, to the effect that members of any group 
have the right to appeal to an independent economic judiciary for 
individual protection against what they consider unjust decisions of 
the group, such as those of labor czars. 

The book will not interest those who dwell on the “pure” theory 
of planning. Its relationship to pure theory is the same as that be- 
tween the theory of the structure of capitalism and pure market 
theory. There must be pure theory, but whether the pure is preferable 


to the real is a different question. 
EDUARD HEIMANN 


DICKINSON, H. D. Economics of Socialism. New York: Oxford 
University Press. 1940. 262 pp. $3.25. 

This book matches those on the same subject by R. L. Hall, Oscar 
Lange and Robert Mossé. That is to say, it is a very good book. But 
it is not to deny the curious onesidedness and self-satisfaction of the 
entire Anglo-Saxon literature on the subject. 

On all major points Dickinson is in full accord with his rivals, 
though he is by no means an imitator; it was he who broke the path 
in England, in a much noticed article in the Economic Journal, in 
June 1933. And this time again he adds to the discussion. 

One interesting point is his discussion of the suggestion made by 
Lewis Mumford and others that in an “age of plenty” no pricing and 
costing will be required. Dickinson recommends the distribution of 
vital necessities free of charge, that is, outside the market of individual 
consumption goods, the cost being covered by a deduction from the 
incomes which the state would pay out to the employed citizens. This 
method would have to be confined to such goods as are unlikely “to 
be used wastefully if provided without payment” and are “not too 
directly competitive with goods sold in the individualized division” 
(p. 52). As examples the author cites bread, milk, simply cooked 
meals, clothing of a plainly standardized type (p. 53), as well as 
urban transportation and national letter mail service (p. 58). This 
would save the costs of distribution and accounting, and would serve 
to make real wages more equal than money wages, precisely as does 
the same device applied on a smaller scale today (education, health 
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service). The entire division of communal consumption — it was 
introduced into economic theory by Cassel — must be given such di- 
mensions as to make its marginal utility, in the opinion of a “repre- 
sentative assembly” of consumers, equal to that of individual con- 
sumption. On the other hand, it does not follow, according to Dickin- 
son, that goods in general could ever be free goods; on the contrary, 
the more the value of labor appears supreme and exclusive, the more 
imperative it becomes to make a strict accounting of the use made of 
this precious good (p. 41). 

Another interesting problem is that of capital transactions between 
socialist countries. On the one hand, such transactions are advanta- 
geous to both countries concerned; otherwise they would not be en- 
gaged in. On the other hand, capital claims, whatever their economic 
rationale, imply a claim to a share in the debtor’s product—exploita- 
tion, in socialist terminology. For this reason R. L. Hall contends that 
a socialist people should not demand interest on its loans to a less 
advanced socialist people; the total capital of the socialist countries 
should be moved about until the accounting rates of interest in the 
various countries became equal, but interest should not be paid out 
as income to the creditor country—an application of the principle that 
accounting prices need not be paid out as incomes in a socialist coun- 
try. This solution is undoubtedly as rational as it is utopian. Dick- 
inson draws the opposite conclusion, that in order to avoid exploitation 
there should be international capital transactions only on a limited 
scale and accompanied by sinking fund provisions which would ex- 
tinguish indebtedness within half a generation. In view of the capital 
needs of a rapidly growing undeveloped country, such as the United 
States in the last century, this seems a most reactionary suggestion. 

It has to do with an unsolved difficulty of socialist theory. Modern 
socialist theory, based on modern economic theory, can always argue 
that since capital is an impersonal factor of production the reward 
for its use must not be paid out to private persons. Labor, in other 
words, while it need not be regarded as the only factor of production, 
may still be considered the only one with a legitimate claim to a share 
in the product. Against this the abstinence theory in its original form 
tries to construe the formation of capital as a personal achievement 
worth rewarding. This idea was rejected by historians and socialists 
on the ground that the capital underlying the rise of capitalism was 
“saved” only in a formal, humanly meaningless sense of the word—in 
the sense that it was not spent—and originated.in gains from feudal and 
other exploitation, from speculation, robbery and the like. This, 
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however, is only part of the truth. The other part is that millions of 
small people did and do save out of their modest wages and salaries, 
and thus contribute to the capital equipment of society. 

In a legal consideration there is no difference between big and small 
ownership titles. In a human and social consideration there is be- 
tween them all the difference in the world, derived from the difference 
in their origins. It is all right for the defenders of big property to 
seek shelter behind the morally impregnable small properties and to 
protest that any criticism leveled against themselves must destroy small 
property as well. But all the more is it evidence of unpardonable 
doctrinairism when socialist writers play the game of their adversaries 
by insisting that all property indiscriminately needs socializing. ‘These 
writers, including Dickinson, have recognized the rights of small 
farmers and storekeepers but not of small ownership titles in big 
corporations. Full control of these can be established, however, with- 
out expropriation, since what matters is control of management not 
expropriation of such ownership titles as do not control management. 

The same kind of doctrinairism, compatible with full mastery of the 
technical apparatus of economic analysis, is conspicuous in Dickinson’s 
discussion of the population problem. On the one hand he demands 
rational control of population to prevent overpopulation, and on this 
ground he finds “the religious beliefs of Hindus and Chinese and, per- 
haps to a less extent, of Roman Catholics and Jews, incompatible 
with the existence of a socialist society” (p. 144). On the other hand 
he realizes, of course, that the danger to his system might not be 
overpopulation but underpopulation. As a remedy he recommends 
the creation of “institutions which will make leisure and amusement, 
freedom, and equality for women, compatible with child-rearing” 
(p. 145), and contends that motherhood should be made “a special 
career,” even in terms of a special income (p. 147). It does not occur 
to him that only an interpretation of human life in terms other than 
economic interests may be able to meet the danger that arises from the 
economic interpretation of life. 

The book concludes with a chapter on freedom under socialism. 
This discussion is introduced by the rather outrageous statement that 
“liberals profess to fear the possibility of tyranny under socialism” (p. 
234), and is, on the whole, a paraphrase of its last sentence: “The 
guarantee of liberty in a socialist community would be the absence of 
the causes which nowadays make human beings desire to deny one 
another liberty; in other words, the true pledge of freedom is the 
abolition of economic classes.” That a strong and straightforward 
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thinker should write such a glaring non sequitur—notice the word 
“nowadays’’—is remarkable. He gives no consideration to the fact that 
the absence of the defects of capitalism in socialism does not protect 
socialism from giving rise to specific vices of its own, vices which he 
makes it impossible to fight by denying their existence. 

All this doctrinairism cannot fail to have a bearing even on the 
technical economic content of the book. The entire English-written 
literature on the subject takes it for granted that there can be no 
fluctuations of output and employment under a socialist system organ- 
ized on the basis of the price mechanism. In other words, planning, as 
distinguished from socialization, is, in the writings of its advocates, 
conspicuous through its absence. Dickinson devotes a few lines to 
cyclical fluctuations (p. 224), and declares that monetary control of 
total purchasing power must correct possible tendencies toward such 
fluctuations. This appears strangely utopian, a perfect parallel to the 
harmonistic and crisis-proof character which is claimed for an in- 
dividualistic price system by its orthodox theorists. Both groups of 
orthodoxy rely on the formal mechanism of control and neglect the 
structure of the system. 

Suppose, for example, that the demand for some durable good 
reaches the point of saturation. In order to be able to shift the former 
producers of these commodities to some other line of production 
either there must be unused capacities in these other industries or 
the displaced workers must be so flexible as to be capable of first 
building their own equipment in the new industries and then using 
that equipment. Retraining would be only a disguise for unemploy- 
ment, as could be seen from the coincident lower total income. Also, 
during the new building period income would be lower than it was 
before; more factors would be “saved.” The reason for all this is 
that the production of durable goods cannot go on at peak intensity 
forever, and price is short-sighted while investment is far-sighted. It 
follows that investment cannot simply follow the price signals but 
must be regulated in a deliberate manner which Anglo-Saxon socialist 
theory has so far neglected to discuss. 

EpUARD HEIMANN 


ANDERSON, NELS. Men on the Move. Chicago: University of 
Chicago Press. 1940. 357 pp. $3. 

The author of the famous book, The Hobo, has based this study on 
research carried on during the last ten years. Aware of the social and 
economic implications of his subject, he presents in a lively way the 
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causes of migration and the problems of unattached migrants and of 
migrating families. The result is a vivid picture of the plight of 
hundreds of thousands of people “on the move.” The efforts of public 
authorities to deal with the problem are reviewed, but the author is 
right in pointing to employment and guidance of migration as its 
main solutions. This interesting book will familiarize the reader with 
a much discussed problem of our times. A comprehensive bibliography 


is included. 
FRIEDA WUNDERLICH 


GURVITCH, GEORGES. Sociology of Law. [Preface by Roscoe 
Pound.| New York: Philosophical Library and Alliance Book Cor- 
poration. 1942. xx & 309 pp. $3.75. 

This book, written by an outstanding European scholar now in this 
country, is a valuable contribution to the American literature on the 
sociology of law. The volume consists of three parts. The first, 
entitled “Introduction” (pp. 1-67), deals with the definition of law 
and the sociology of law, and with a vindication of this very young 
branch of sociology. The basic proposition developed in this part 
(and repeated and reaffirmed in the conclusion, pp. 304-09), is that 
the definition of law which should be used by sociologists must be 
taken from the philosophy of law. This, in the author’s opinion, can 
give impeccable results if the analysis is based on phenomenology. 

The second part (Chapter 1, pp. 68-197) is entitled “Forerunners 
and Founders.” Here the ideas of legal and political philosophers 
are summarized and submitted to criticism, in so far as they concern 
subjects which in our day are, or may be, treated by the sociology of 
law. This is followed by a summary of the contributions made by 
those students of the universal history of law, comparative law and 
jural ethnology who have prepared materials for the sociology of law. 
The “founding fathers” of the sociology of law are rightly divided 
into two branches —the European and the American. Among the 
Europeans Durkheim is accorded first place, followed by Duguit, 
Lévy, Hauriou and, among non-Frenchmen, Ehrlich; Max Weber 
receives only brief mention here, since his approach to the sociology 
of law is discussed and rejected by Gurvitch in the Introduction. The 
American founders of the sociology of law, in the opinion of Gurvitch, 
are Holmes, Pound and Cardozo; the discussion of their ideas, as well 
as of the doctrines of the legal realists, especially Llewellyn and Thur- 
man Art.old, is the most stimulating section of the work. 

The tnird part (Chapters 2-5, pp. 198-303) deals in a systematic way 
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with the subject matter of the sociology of law. The author analyzes 
the types of law in relation to the forms of sociality; the jural typology 
of particular groupings; the legal typology of inclusive societies; the 
tendencies and the factors of change in law. It is obvious that in a 
hundred pages not much more than an outline could be presented. 
The whole system of ideas stands or falls with Gurvitch’s concept of 
law, a concept which is very inclusive, since he does not recognize the 
relation to the political organization of society to be one of the criteria 
of law, and declares the concepts of custom and mores, which are 
usually opposed to law, to be based on confusion: one is reminded 
of Radbruch’s rejection of mores as an “absurd mixture of legal and 
moral evaluations.” Gurvitch’s reasons for his stand are, first, that 
the relation between law and political organization is an historical 
accident — in the present writer’s opinion, however, this accident has 
recurred so frequently that it has ceased to be one; and second, that 
“power . . is itself based on law” (p. 191) — the present writer’s at- 
tempt to formulate a sociological theory of power structures without 
resorting to the concept of law is left without discussion. 

In a very stimulating preface Roscoe Pound, in direct contrast to 
Gurvitch, takes for granted the idea that legal order is the order 
of politically organized society, as do all American scholars in law 
and political science. 

N. S. ‘TIMASHEFF 


Fordham University 


LLEWELLYN, KARL N., and HOEBEL, E. ADAMSON. The Chey- 
enne Way: Conflict and Case Law in Primitive Jurisprudence. Nor- 
man: University of Oklahoma Press. 1941. 360 pp., index 13 pp. $3. 

I shall not pay to Karl Llewellyn the subtle insult of saying that 
he has contributed to the writing of another brilliant book. The Chey- 
enne Way is too serious a work and deserves more than such issue- 
avoiding compliments. It is the result of what seems to be a close col- 
laboration between a young anthropologist and an extremely sophis- 
ticated lawyer and legal philosopher. It is not a collection of articles, 
rebaptized “chapters” for the occasion, written by different authors 
and presented under the same cover as a result of a joint investigation. 
As far as I can judge, the whole book is written by both authors, 
with remarkable results in continuity of style and in an almost epic 
calmness of tone. In reading it one realizes that belief in the unity 
of the social sciences may go beyond lip-service and offer something 
more than a topic for inaugural addresses. 
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The authors present, through a lively succession of facts, cases, 
theories and marginal remarks, a colorful picture of the life of the 
famous tribe of the Cheyenne Indians. The contention of the authors 
is that the political and civil organization of the tribe was permeated 
by a highly developed juristic method realizing an extremely happy 
balance between the rights of the individual and the smooth running 
of the Entirety, between certainty of laws and adaptability of justice, 
between strength and mildness. The Cheyennes possessed, it seems, 
a legal genius that can be rivaled only by the peak periods of other 
legal cultures. So, in the history of Rome, “not the early form-bound 
Roman law nor the archaic semi-certainty of the late Republic, but the 
sweet flowering of the classical jurisconsult” is deemed comparable to 
the Cheyenne law-ways. 

To substantiate this contention the authors give a fairly complete 
picture of the life of the tribe, from its political organization to the 
details of its daily behavior. The structure of the main official body 
(the Council of the 44), its complex relations with the minor and 
subordinated but still to a very great extent independent groups (the 
military societies) , the interplay of informal pressures and the rather 
rare application of direct force, are treated in Chapters 4, 5 and 9. 
The incidence of the supernatural is considered in Chapter 6. Mar- 
riage and sex, inheritance and property are treated in Chapters 7 and 
8. The first three and the last three chapters represent an extensive 
treatment of the philosophical and comparative legal questions arising 
from the material investigated. Not only are the Cheyenne law-ways 
constantly translated into the most refined terms of modern juris- 
prudence, but our traditional and our modern tools and ideas are 
restated in Cheyenne terms, are read against a completely heterogene- 
ous background and thus submitted to a severe anthropological test. 

If the function of comparative law (which has probably its only 
legitimate expression in a comparative sociology of legal institutions) 
is to “de-provincialize” the reader, this book represents one of the 
most violent baths of de-provincialization to which a student of the 
legal systems prevailing in western civilization can be subjected. 

And, indeed, after reading the book, one becomes extremely doubt- 
ful whether what we have been considering as the “simple bodies” of 
every possible legal system are actually anything more than com- 
pounds ethnically and historically conditioned by the characteristics 
of the white man’s civilization. I am not referring to ideas such as 
property or contract, whose alleged universality has long been ex- 
ploded. But ideas such as interest, exchange, obligation, claim, deci- 
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sion, enforcement, still appear to us as the inevitable elements of our 
three-dimensional economic and legal world. Through the Cheyenne 
way we get a glimpse into the life of a, so to speak, four-dimensional 
society: a society based, I would say, not upon our “economics of 
greed” but upon a kind of “economics of honor”; a society whose 
propulsive force is not a “readiness to take” but an “eagerness to 
give”; where, for example, only non-relatives inherit; where destruc- 
tion equals possession, in property as in life; where the legal relevance 
of giving is directly proportional to the absence of consideration, of 
bargain, I would almost say of what we consider reason; where the 
“duty” to give subsists only in the absence of a claim — its exercise 
would operate as a “discharge”; where gentle manners reduce theft to 
a simple borrowing; where the hope of future and uncertain gifts is 
more appealing than immediate possession as of right, because “more 
graceful.” 
The authors place in relief all these elements. Their attention, how- 
ever, could have been focused much more on these — to my mind — 
decisive aspects of the Cheyenne culture had they abandoned the at- 
tempt to relate Cheyenne law to the white man’s ideas of considera- 
tion, bargain, mutuality, semi-capitalistic enterprise and the like. It 
might then have become clear that we are faced here with a legal 
system whose relevance consists in the very negation of such ideas. But 
the fact that the perhaps less cautious reader feels sometimes incited | 
to go farther than the authors, shows how suggestive is their material. 
ALEXANDER H. PEKELIS 
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POWELL, ELMER ELLSWORTH. Spinoza and Religion. Boston: ( 
Chapman and Grimes. 1941. xvi and 344 pp. $2.50. 


An adequate understanding of Spinoza’s philosophy in general and 
his political philosophy in particular presupposes perfect clarity 
about his attitude toward religion. Has the first part of the Ethics to 
be taken at its face value, that is, as speculative theology, or is it 
merely an exoteric presentation of what in esoteric presentation | 
would be perhaps a “first philosophy,” in the sense of Bacon or 
Hobbes? This is the question which the reader of Professor Powell's ) 
book cannot help raising. The book is the second edition of a study | 
first published in 1906, but its thesis is as challenging today as it was, 
or should have been, thirty-six years ago. 

The author treats his subject with remarkable candor, lucidity and 
seriousness. His book is a frontal attack, “from the standpoint of 
religion,” on the opinion, widely held since the last decades of the 
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eighteenth century, that Spinoza was a religious thinker, a “pantheist” 
or “mystic.” The author maintains these theses: Spinoza was an atheist; 
he knew that he was an atheist—“of the title ‘God-intoxicated 
philosopher,’ he would certainly have been ashamed” (p. 242); his 
dominant interest was purely theoretical and “unmixed with anything 
which may be called the religious interest’; the many religious utter- 
ances of his which apparently contradict this characterization are due 
to his prudent accommodation to the views prevalent in his time; his 
“excessive timidity,” his lack of courage, which was “his most serious 
defect of character” (pp. 6 and 44), is explained by the environment 
in which he grew up (he was a descendant of those Spanish-Portuguese 
Jews who had sacrificed their Jewish convictions by externally accept- 
ing Christianity in order not to lose their homes and fortunes) . 

It does not detract from the author’s originality if one notes that his 
main thesis is merely a restatement of what was the generally held 
view until the late eighteenth century (cf. p. 243). What seems to 
have been almost self-evident to philosophic readers of the seventeenth 
and eighteenth centuries, who had a clear grasp of the theological 
essentials and, besides, an immediate experience of the influence of 
censorship and persecution on literary techniques, is today an almost 
shocking paradox. Accordingly, where these earlier readers could trust 
their instinct, the modern historian needs, and demands, demonstra- 
bly correct rules of procedure. Powell is fully aware of this necessity; 
he prefaces his interpretation with reflections on Spinoza’s manner of 
expression, and on the right manner of reading Spinoza’s writings — 
reflections that are among the most valuable parts of his book. They 
culminate in the hermeneutic rule, appropriately italicized, that 
“whenever two passages contradict each other, one of them expressed 
in religious terminology and the other not, we are bound to regard 
the latter as conveying Spinoza’s real meaning” (p. 65). 

Certain readers will think that the author has begged the decisive 
question by defining “religion” as “a personal attitude” to “a higher 
personal power or higher personal powers” (p. 327). While I consider 
this definition as sufficient for all piactical purposes, I feel that his 
expositions would have been more convincing if they had been based 
not on his own views, however sound, about religion, but on Spinoza’s 
views, in other words, if the author had started from a coherent dis- 
cussion of Spinoza’s explicit teaching concerning religio and pietas. 

The least acceptable of Powell’s theses is that which concerns 
Spinoza’s “excessive timidity” (pp. 37 and 62). Spinoza’s timidity, 
if such it was, was not excessive. What contemporary of Spinoza was 
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bolder than Hobbes? And Hobbes admitted that he had not dared 
to write as boldly as Spinoza (see Aubrey’s Lives, vol. 1, p. 357). In 
view of all the evidence it is more correct to speak of Locke’s “exces- 
sive prudence” (Thomas Fowler, Locke, p. 50) or of Rousseau as 
“timidity incarnate” (Alfred Cobban, Rousseau and the Modern 
State, p. 55) than of Spinoza’s “excessive timidity.” The author's 
error is due to the fact that he limited his observations to Spinoza, 
and thus assigned too private a cause to a phenomenon that was of a 
typical character. ““Boldness formerly was not the character of Atheists 
as such. They were even of a character nearly the reverse; they were 
formerly like the old Epicureans, rather an unenterprising race. But 
of late they are grown active, designing, turbulent, and seditious” 
(Burke, Thoughts on French Affairs). “Atheists as such” became 
“active and designing,” they ceased to be “timid,” when they ceased 
to believe in the social necessity of the belief in God; prior to that 
crucial event they were, to quote Burke again, “not gregarious.” 
Spinoza still believed in the social necessity of religion (cf. pp. 64 and 
260). Accordingly, what appears at first sight as excessive timidity 
or lack of courage, or at best as “excessive tact” (p. 302), was actually 
not merely “justifiable prudence” but the performance of the duty 
of the citizen, or of the duty of man. 
Leo StTRAuss 


ZNANIECKI, FLORIAN. The Social Role of the Man of Knowledge. 
New York: Columbia University Press. 1940. 212 pp. $2.50. 


During the last decades few persons have contributed more than 
Professor Znaniecki to the progress of sociological theory and method 
in this country. Thus it is highly important that he has, in this volume, 
expressed his ideas on the controversial issue of the sociology of 
knowledge. His contribution is to be distinguished from Mannheim’s 
sociologism. If sociology is a special social science the sociologist can 
investigate the role and function of the man of knowledge only in his 
social world, not in the context of his modes of thinking. For this 
reason Znaniecki is concerned mainly with the institutions of learning. 

The author maintains that there are social groups to whom intel- 
lectual efforts and the desire for knowledge are the highest values. 
Such a group needs individuals with specific qualifications for accom- 
plishing the ends of knowledge to which it is devoted. In order to 
attract persons of this kind it must grant them a standing, a measure 
of prestige. Society, in turn, will make possible the continuity and 
‘nstitutionalization of this group by endowing it with a valuable 
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social function. Znaniecki describes his sociology of knowledge as a 
borderline province to the history of ideas and of philosophy. The 
contact between these two departments occurs when the question 
arises how far the choice of methods and systems of knowledge among 
the variety of potential types is determined by the social patterns 
with which scientists are expected to conform. 

The system of categories which Znaniecki elaborates shares the 
ambiguous character of Max Weber’s sociological categories. It is 
certainly true that the technologist and the partisan ideologist are 
general sociological categories, but their social role is evident only in 
specific historical circumstances and therefore these categories require 
a historical articulation. Znaniecki’s distinction between technological 
leader, expert and inventor provides a useful instrument for classi- 
fying the rich historical material, making it possible to distinguish 
between the subjective metaphysical technologist of the yoga type — 
who knows the ills of life and their diagnosis by sacred teaching, and 
their healing by the control of the organism—and the pragmatic 
technologist of the Machiavelli type, resulting from a naturalistic 
society, and the totalitarian technologist of a nihilistic society. These 
lines of development can be constructed from brief and scattered 
remarks in the book. 

In the second and third parts of his book Znaniecki deals with 
schools and scholars as bearers of absolute truth, with empirical 
scientists and with the type of man of knowledge whose role is 
described as that of explorer. These categories, which are both his- 
torical and sociological, indicate stages in the development of modern 
thinking. According to the author the conditions for intellectual 
freedom were not wholly fulfilled when secular scholars prevailed 
over sacred scholars and achieved autonomy of thinking; the libera- 
tion of theoretic science did not occur until the natural sciences threw 
off the yoke of metaphysical dogmatism. In elaborating the interaction 
of autonomous and social trends in the processes of intellectual change 
Znaniecki classifies the attitudes that make such change possible. He 
distinguishes between the intellectual adventure in ideas, the human- 
istic spirit of returning to the sources, as compared with dependence 
on scholastic principles, and the radical social revolt against deadening 
prejudices, a revolt that is frequently impelled by a social and political 
ethos of equity and justice. In this coincidence of social and intel- 
lectual motifs in the process of intellectual change new facts and 
problems arise which contribute toward progress and the continuity 


of thinking. 





562 SOCIAL RESEARCH 


As far as knowledge is actualized in the here and now of the social 
process, the role of the man of knowledge depends upon the character 
and structure of the society; those types of thinking will prevail which 
are valued by societies according to needs and preferences. Societies 
whose ethos is focused on the idea of eternity and ontological truth 
demand a type of scholar whose learning is centered around “symbolic 
logic,” one whose goal is to construct a deductive systematization of 
absolutely valid knowledge. In pragmatic societies with a definite 
interest in the control of nature, inductive methods, psychology and 
scientific logic are demanded. The most progressive type is the 
“explorer,” the “inductive theorist,” the thinker who no longer de- 
pends on the closed systems of past scholarship. In his creative think- 
ing he is content to establish theories of relative validity which are 
transformed according to new facts and problems. 

Znaniecki opens many new avenues which make it possible to 
analyze the interdependence of the various conditions that affect 
human knowledge and thinking. He suggests a modest sociology of 
knowledge which attempts to contribute to the history of philosophy 
and of the human spirit. The cooperation of these two branches of 
research makes possible a comprehensive interpretation of intellectual 
phenomena and of the history of ideas. This branch of sociology is 
based on the hypothesis that the positivistic theory of intellectual 


progress is valid. 





ALBERT SALOMON 


ZIEMER, GREGOR. Education for Death: The Making of the Nazi. 
New York: Oxford University Press. 1941. 200 pp. $2. 


WHITING, JOHN W. M. Becoming a Kwoma: Teaching and Learn- 
ing in a New Guinea Tribe. New Haven: Yale University Press. 1941. 


221 pp. $2.75. 

Gregor Ziemer, an American born in Michigan, was the head- 
master of the American Colony School, in Berlin, for eleven years. The 
school was a private American establishment conducted for the chil- 
dren of American officials and businessmen living in Berlin. Mr. 
Whiting was first a student and is now a member of the staff of the 
Institute of Human Relations in Yale University. As a candidate for 
a doctor’s degree in human relations, as they are conceived at that 
Institute, Mr. Whiting journeyed to New Guinea, and from October 
to May 1936 lived among the Kwoma of that land and made such 
observations as he could of how indeterminate infant Kwoma were 








ial 
ter 
ch 
les 


lic 
of 
ite 
id 
he 


re 


to 
ct 
of 
ly 
of 
a] 
iS 
al 











BOOK REVIEWS 563 


molded into determinate adult Kwoma. “Becoming a Kwoma” is Mr. 
Whiting’s Ph.D. thesis, done over, more or less, according to the pat- 
terns of a theory of learning naturalized at Yale and cultivated among 
the pundits of the Institute. Dr. Ziemer was impelled to inquire into 
the inwardness of the making of Nazis by his natural curiosity, in- 
tensified by the characteristic behavior of Nazi schoolboys toward 
his own charges. His book is a straightforward report of what he 
found, uncolored by any theory of learning and unclogged by any 
of the verbal and other pedantica wherewith “social scientists” too 
often distinguish their deliverances from more direct and simple re- 
ports and interpretations. Both Whiting and Ziemer are concerned with 
the teaching and learning which shape an infant into an adult of a 
certain character, culture and disposition. But when you have finished 
reading Mr. Whiting’s book you are in a state of skeptical confusion, 
while Mr. Ziemer leaves you with a very clear and distinct idea of 
what is done, and how and why it is done. 

By bribing a Nazi Schulrat with coffee, Ziemer managed, after some 
time, to get an interview with Dr. Rust, Minister fiir Erziehung und 
Volksbildung for the Third Reich. After the usual Nazi bullying, he 
received from Rust, first a copy of the manual for teachers in the 
Reich, and finally a letter which opened to him the doors of the Nazi 
educational establishment. He followed the astounding production line 
from the sterilization chambers for women so deficient as to be held 
“enemies of the state,” the Hitler-Kammern where the feebleminded 
are hygienically executed, through the prenatal homes for pregnant 
unmarried girls, the schools and clubs for Pimpfs and Jungmddel and 
Jungvolk. He saw these children in their classrooms and on the march; 
at play and at work. He witnessed their rites of initiation, their book- 
burnings, and their war games. He heard girls pray to Horst Wessel, 
“the notorious pander and deity of fecundity.” He assembled text- 
books, songbooks, military manuals, fairy stories and other instru- 
ments of indoctrination, from which he amply quotes. The upshot is 
the vivid picture of a doctrine and discipline which between 1933 and 
1939 seem to have succeeded in transforming the children of civilized 
pre-Hitler Germans into Nazis whose beliefs and behaviors regarding 
race, sex, work, life and death are unified by a blind devotion to the 
fiihrer-god and an equally blind hatred of democracy, an exaltation 
of war as the sole worthy way of life, so that dying for the fiihrer be- 
comes the imaginative be-all and end-all of living. 

Mr. Whiting endeavors, in order to show us a Kwoma growing up, 
to show the whole of the Kwoma culture — he calls culture “a set of 
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rewarded habits’ —and trace the “socialization” of the Kwomatic in- 
fant from the control of its infantile body-functions to the prestige- 
seeking aggressions of adult headhunting. His conclusion is that there 
is little free trial and error among the Kwoma, that some adult is 
always motivating, guiding, and rewarding right conduct and penaliz- 
ing wrong, and that this process finally sets up the habits which the 
word Kwoma designates. The conclusion is, of course, too easy and 
too obvious. It applies, as Mr. Whiting would expect it to, also to 
the making of Nazis that Mr. Ziemer describes. But readers may doubt 
whether the “theory of learning” whose terms Mr. Whiting employs 
to tag the events he reports, is at best any more than a condensed de- 
scription of what happens, a restatement of the account in a remoter, 
obscurer language. They may feel that it neither explains nor inter- 
prets the course of events. For interpretation and explanation they 
might want to turn to alternative theories of learning—such, say, as 
Edwin Holt’s or Koehler’s or Kurt Lewin’s, to which the data seem no 
less amenable. In any event, if the preferred theory is to carry con- 
viction, its alternatives should be considered and disposed of. 
H. M. KALLEN 


EFRON, ANDREW. The Sacred Tree Script. The Esoteric Founda- 
tion of Plato’s Wisdom. New Haven: Tuttle, Morehouse and Taylor. 
1941. 372, xiv pp. 


The author of this book is a Russian scholar, coeditor of a Russian 
encyclopaedia, who exhibits two traditional Russian traits: love of 
Plato, so notably exemplified in Vladimir Soloviev, and a visionary 
reinterpretation of history, a field in which every Slavonic tribe has 
its classic enfants terribles. The consequence of this inheritance of 
Efron’s is a book as scholarly as it is absurd. This fact certainly did 
not escape the attention of the seven professors at Yale University 
who are mentioned in the preface as the book’s first readers; but as 
none of them seems to be an expert in German history and litera- 
ture, they obviously did not know that most of the author’s main 
theses are standing features of that fanciful category of Germanophile 
literature which for about three generations has been produced pri- 
marily by the German racial ideologists, but not only in the German 
language. 

Without the slightest familiarity with that special literature which 
provides the basis for the hypothesis of a “sacred tree script” —namely 
runology — Efron instinctively inclines to the most fanciful dreams 

















BOOK REVIEWS 565 


of those amateurs, like Hermann Wirth, and their academic squires, 
like Gustav Neckel, whose “Aryan wisdom” is backed by the Nazi 
party even though it is still rejected by leading German runologists, 
such as Helmuth Arntz. It is typical of Efron’s method that his two 
basic keys to the puzzle of the secret runes —the “fir tree symbol” 
and “tree script” of the fifth-century Runic stone of Kylfver (Gott- 
land), and the “deer script” of the ninth-century “manuscript of St. 
Gallen” —are taken from an obscure essay by a German Nazi, Karl 
Anton Nowotny, in the Nationalsozialistische Monatshefte of 1939, 
although there is a large literature on the problem of secret runes, 
as particularly exemplified by the runic alphabet of the famous 
Alcuin manuscript of St. Gall to which both Nowotny and Efron 
refer. (See Wilhelm Grimm, Ueber deutsche Runen, 1821.) 

In Efron’s book are all the traditional essentials of the Nordicists, 
who seem to be literally unknown to the author and whom he never- 
theless genuinely imitates. There are the “Delphic mysteries” of the 
“Hyperboreans” (see Ernst Krause’s Tuisco-Land, 1891); there is the 
sacred swastika, interpreted (with Ludwig Wilser) as “one of the most 
ancient symbols which humanity has ever imagined and used” (p. 
25)—as compared with its interpretation by O. A. Wall in Sex and 
Sex Worship (1922, p. 523) as a “symbol of polyandric union”; there 
is Wirth’s and Neckel’s fancy of the Indo-European origin of the 
Gothic runes, which Arntz sarcastically ridicules (Handbuch der Run- 
enkunde, 1935, pp. 69-73); and there are dozens of other indications 
that the Gobineau-Chamberlain-Rosenberg tradition was not wasted 
on this Russian thinker. In one point he far surpasses his predecessors. 
This is the fantasy of the Nordic element in Genesis, which results 
in the most childish etymologies. According to Efron all Biblical 
names, from Adam and Eve to Isaac and Rebekah, are Germanic, and 
Abraham in particular is an “Indo-German, or Celtic, or Hittite 
hero,” and consequently ‘a real ‘Kulturtrager’” (p. 348). Here Mr. 
Efron does not forget to remind us that in Genesis xxm1:8 Abraham 
deals with “Ephron the Hittite” as one of those “Indo-European 
chieftains” whose alliances are, in the view of our author, the main 
theme of Abraham’s history (p. 353). 

Fortunately for author and readers, the book contains some ideas 
of greater seriousness and merit. In particular, the interpretation of 
“Plato’s leading metaphor,” the Ship of State, is a very valuable con- 
tribution to the analysis of Plato’s starting point, the utopia of the 
Politeia, which refers to a genuine “male society” and therefore re- 
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sembles Sparta. The more illiterate our author is in the sociology of 
the ‘“‘male society” the less prejudiced seems to be his final testi- 
mony. His inclination, in fact, is entirely toward this phenomenon of 
which the true meaning is a hieroglyph to him—toward those states 
which are “crews” under “pilots,” while he speaks contemptuously 
enough of the “Semitic idea” of elevating the family and its settled 


life to the basic ideology of the state. 
ERNstT KARL WINTER 


THALER, ALWIN. Shakespeare and Democracy. Knoxville: Univer- 
sity of Tennessee Press. 1941. 297 pp., index 14 pp. $2.50. 

The two questions of what Shakespeare offers to democracy and of 
Shakespeare’s own opinions on political theory could well be given 
a greater degree of attention than is usually accorded them. Hence 
it is the first two essays in Professor Thaler’s book, the title study 
and the essay on “Shakespeare and Whitman,” which are of particular 
interest to students of the social sciences. 
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Professor Thaler offers a work of substantial scholarship and fine 
critical appreciation. If there is need to show that the work of 
Shakespeare has been of political value to many democrats, Professor 
Thaler has given us concrete evidence of this. He adds, however, and 
I think quite rightly, that “We cannot assume that Shakespeare is 
the poet of democracy merely because he is the national poet of 
embattled Britain . .” But, as the author suggests, there are reasons 
other than love of poetry for his being the British, and the American, 
national poet. 

The first of Professor Thaler’s essays is one contribution to a very 
moot subject that does not stack the cards either way. He recognizes 
that Shakespeare was not a radical and that he was deeply afraid of 
mob rule. Like his contemporary, Hobbes, Shakespeare had a high 
regard for order, but he was not merely a traditionalist. Coriolanus is 
regarded by Thaler much as Hazlitt regarded it. What is considered 
important is not so much the controversial question of whether the 
play is anti-democratic or pro-democratic as the wisdom of what the 
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various characters say on political subjects. Since no Shakespearean 
play can be considered a systematic treatise on government, this atti- 
tude seems to me quite essential to understanding. 

Despite Shakespeare’s preference for legitimacy of rule—as the 
companion of order and tradition — it is well to remember that legiti- 
macy is not considered an absolute. Professor Thaler notes that the 
good kings, Henry 1v and Henry v, gained power by usurpation and 
became among the worthiest of Shakespeare’s monarchs. One may 
add that what were more important to Shakespeare than legitimacy 
were enlightenment and responsibility. That greater moral respon- 
sibility must accompany greater power (the antithesis of an express 
statement of Mussolini) is clearly seen, for example, in Isabella’s 
plea to Angelo in Measure for Measure (Act. u, Scene 2) or in the 
famous speech of Henry v beginning, “Upon the king! —let us our 
lives, our souls... lay on the king!’ (Act tv, Scene 1). We may also 
ask why it is not suggested that Macbeth will receive the fame usually 
accorded the tragic hero (as accorded to Hamlet, Lear and Othello) . 
Clearly not because he is a usurper, for Brutus, also a usurper, is 
regarded as worthy of fame. But Macbeth is unjust and Brutus is not. 
And the question of justice was more significant for Shakespeare 
than the question of legitimacy. 

It is not possible here to do more than mention these one or two 
aspects of Shakespeare’s political theory, though the author speaks 
briefly of a number of aspects. It is in no sense to detract from the 
merit of Professor Thaler’s book to regret that he did not have space 
for a more comprehensive treatment of similar problems. The other 
essays, discussions largely of Shakespeare and of the Elizabethan stage, 
are certainly worthy contributions to literary history. 

Howarp B. WHITE 
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In the last issue of Social Research (September 1942) the printer unfortunately 
omitted parts of a formula appearing in Hans Neisser’s review of Monopolistic 
Competition and General Equilibrium Theory by Robert Triffin. The sentence 
beginning on line 9 of page 424 should read: 

I do not see any reason why theorems concerning OPs or 0%: (Frisch’s 
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